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individual to examine a situation 

dispassionately because of the 
stimulus he receives from his emo- 
tions. Those who operate in the stock 
market are acutely aware of this hand- 
icap and realize that the two greatest 
enemies to profitable trading are greed 
and fear. 

When things are going along well 
there is a great tendency to overstay 
the market while waiting for one last 
upswing which seldom comes. The 
reverse of this is when everything 
looks black and everyone is convinced 
that all stocks will go to zero. The 
holding out for the top price is only 
greed and the mad desire to get out 
of a situation usually at or near the 
bottom in the final analysis is fear. 


[’ is seldom easy for the average 


Many intelligent investors realize 
the important rdle played by emotions 
and try to protect themselves from the 
inevitable effects. Many times an 
astute buyer of stock has put in a sell- 
ing price only to withdraw it when it 
looks as if the order would function. 
So on the way down an investor de- 
cides that XYZ stock at 20 is a bar- 
gain and he places his buying order. 
When the price is approached things 
look so bad that he withdraws his or- 
der and when a few days later XYZ 
is selling at 18 he is very pleased with 
his judgment. A rally soon puts it to 
22 and then of course the man who 
was willing to pay 20 and withdrew 
his order will not pay 22, and if the 
price continues to rise the investor 
who laid out an intelligent program 
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based upon values derived no benefit 
from it because the emotion of fear 
prevented him. 


HE market for public utility secu- 

rities is at the present time in a 
very demoralized condition. The re- 
marks by intelligent people about what 
is going to happen to this group of se- 
curities and to the industry would be 
cause for serious misgivings except 
for the fact that the same condition 
prevailed early in the year 1933 in 
regard to the railroad securities. At 
that time most people were fully con- 
vinced that all the large roads would 
soon be in receivership and great 
stress was placed upon the famous 
consolidation plan. It was hardly any 
trick at all to convince the average 
person that railroad transportation 
was obsolete and would be needed no 
more. 

Now the utilities are experiencing a 
similar set of conditions. The people 
who are selling their holdings are 
probably the same ones who sold rail- 
road issues near the panic low levels. 
Great emphasis is placed upon the in- 
creased taxes, the agitation for lower 
rates, and general governmental inter- 
ference. These are important consid- 
erations which are entitled to careful 
thought, but perhaps close analysis 
will indicate that the panicky attitude 
so prevalent now is just as wrong as 
a similar feeling toward railroad secu- 
rities was a year or more ago. 

Certainly the position of the utility 
industry is serious and not satisfac- 
tory from the viewpoint of the inves- 
tor, or even the man engaged in utility 
work. 


HE 3 per cent tax on gross earn- 
ings which was put into effect 


September 1, 1933, is serious, but it 
should not be supposed that the com- 
panies are doing nothing about it. 
Some people seem to believe that this 
3 per cent will actually come off the 
net and figures have been submitted to 
show what this means to certain hold- 
ing company junior issues. Admit- 
tedly they are not in a very enviable 
position, but anyone buying a leverage 
issue must realize that wide swings in 
earnings and also prices are inevitable. 
Rate reductions can hardly be called 
a bullish development, but this is not 
an unmitigated evil and experience 
shows that the trend in rates has been 
downward over a period of years, 
Usually it stimulates the demand for 
service to the ultimate benefit of the 
company. 

It seems to the writer that the most 
important consideration in the utility 
situation is not the taxes already im- 
posed and reasonable reductions in 
rates, but rather the persecution which 
the present administration seems to be 
applying. 

President Roosevelt in his preélec- 
tion speech at Portland, Oregon, stat- 
ed that he proposed to protect the in- 
vestor in public utilities, and he defi- 
nitely set forth the principle that de- 
velopment of utilities should remain 
the function of private capital. The 
President has established an impres- 
sive record of living up to campaign 
promises and it hardly seems reason- 
able that he has completely reversed 
himself on this point. 


page here perhaps it would be well 
to digress a moment into more 
general economic considerations to see 
what bearing they have on the public 


utility question. When President 
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Roosevelt came into office he found 
conditions so bad that immediate and 
drastic steps were necessary. He real- 
ized that unemployment was breeding 
a situation verging on a social revolu- 
tion. He decided to put men back to 
work and while he preferred this to be 
done through private business, he was 
prepared to have the government do 
it. The great undertaking in the Ten- 
nessee valley, somewhat disparagingly 
described as a “fireside dream,” was a 
good place to put the unemployed to 
work. He must know that we do not 
need electric power now which cannot 
be supplied by the existing companies 
if they are allowed reasonable condi- 
tions under which to operate. Cer- 
tainly they handled the rapidly grow- 
ing demands of the past twenty years 
in an admirable style. He must also 
know that we have no immediate need 
for additional quantities of nitrogen 
which he proposes to manufacture in 
great quantities and certainly this 
country is not short of crop-produc- 
ing lands. One look at the condition 
of the lumber industry is enough to 
convince any doubter that we are 
hardly likely to be faced soon with a 
shortage of this commodity. 


a Tennessee valley experiment 
was a way to put a large number 
of men at work on something a little 
more dignified and constructive than 
moving a pile of coal across the road 
and then moving it back again. It is 


said that Napoleon used the same idea 
and kept his men busy digging ditches 
then directing others to fill the ditches. 
He was astute enough not to have the 
ditch digger be the one to fill it up. 
The outstanding problem which the 
administration had to face was unem- 
ployment and the Tennessee river of- 
fered possibilities to correct in part the 
very dangerous situation. 


LL these things which have been 
done since March, 1933, seem 
drastic to one schooled in orthodox 
methods, and in so far as the policies 
savor of reform, they are rather dis- 
concerting. What was really needed 
was time and many of the projects un- 
dertaken can probably be considered 
merely as stalling for that one ingred- 
ient. Any student of economics 
knows that the force of the depres- 
sion was about spent in June, 1932, 
and since that time improvement has 
been shown and will continue—not be- 
cause of the policies of the adminis- 
tration, but in spite of them. A 
change in sentiment had to be effected 
and this necessitated a liberal amount 
of ballyhoo. Unemployed men had to 
be put at work doing something to 
keep them occupied until business pick- 
up demanded their services in their 
usual occupations. 

At any time of crisis extraordinary 
powers are given to executives and in 
the use of those powers misunder- 
standings are almost sure to arise. 


= 


large number of men at work on something a little more 


q “THE Tennessee valley experiment was a way to put a 


dignified and constructive than moving a pile of coal across 
The out- 


the road and then moving it back again. 
was unemployment.” 


standing problem 
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In a press release of August 25, 
1933, David E. Lilienthal, director 
of the Tennessee Valley Authority, 
among other things, said: “The busi- 
ness of generating and distributing 
electric power is a public business.” 
This is far from what President 
Roosevelt said in his campaign speech. 
It must be said that much that has 
happened in recent months in utility 
circles can be explained by Mr. Lilien- 
thal’s position. 


HIs startling statement that “the 

business of generating and dis- 
tributing electric power is a public 
business” seems to have gone relative- 
ly unchallenged at the time. This is 
to be regretted because that would 
have been the time for someone to step 
up and ask: “Why?” 

The utility companies were then 
adopting a policy of nonresistance, but 
perhaps it is not too late now to take 
issue on the “public business” question 
and it would certainly seem a good 
place to begin. To defend Mr. Lil- 
ienthal’s position on any intelligent 
grounds of economic, historic, or so- 
ciological background would appear 
very difficult. Unfortunately at cru- 
cial times like the present when cer- 
tain individuals are clothed with un- 
usual authority and powers, we en- 
counter just such statements. It is 
important to see that action is not 
based upon an untenable position be- 
cause that would create an unsound 
situation. Certainly the utility people 
are entitled to know just how the po- 
sitions of Mr. Lilienthal and Presi- 
dent Roosevelt can be reconciled. 

Most of the important industries 
have come to an understanding with 
the government as to how business 


may be conducted and have been 
making some progress, but the public 
utility code has not been completed 
yet. 

A recent exchange of communica- 
tions in the New York Times is typi- 
cal of the arguments which are going 
back and forth and getting nowhere. 
A publicity-seeking individual of the 
college professor type with a record 
of obstructionist tactics wrote an ar- 
ticle comparing the Tennessee Valley 
Authority rates with those of private 
companies. Then an engineer and of- 
ficer of a prominent utility company 
answered the communication showing 
up certain faulty compilations. Then 
the first writer comes back with fig- 
ures on a particular company in the 
system for which the engineer works. 
Just so long as publicity-seeking gov- 
ernment officials and irate engineers 
continue this sort of debate, little 
progress will be made. There soon 
will come a time when talking must 
cease and some action result. 


Gene trouble with the utility situa- 
tion is that it is so very compli- 
cated and few people understand it. 
This makes it possible for politi- 
cians to launch impressive sounding 
attacks and it adds to the difficulty of 
the utility people to reply. The situ- 
ation is bad. A mere glance at cur- 
rent market quotations for utility 
stocks and bonds gives an idea of how 
the general public is feeling. 
Probably the chief cause for the 
low prices is the general fear that the 
administration is going to put the in- 
dustry out of business. While upon 
sober reflection such a supposition 
seems absurd, it is true that certain ac- 
tions indicate a trend in that direction. 
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Protection Promised the Investor in 
Public Utility Securities 


<<eeenee Roosevelt in his preélection speech at 
Portland, Oregon, stated that he proposed to 
protect the investor in public utilities, and he defi- 
nitely set forth the principle that development of utili- 
ties should remain the function of private capital. 
The President has established an impressive record 
of living up to campaign promises and it hardly seems 
reasonable that he has completely reversed himself 


on this point.” 





The companies can stand higher taxes 
and even rate reductions, if they bring 
greater use of power, but competition 
from municipal plants is something to 
worry about or rather it would be if 
the idea were not so absurd. 

In the sincere effort to put men back 
to work, the administration through 
the Public Works Administration is 
urging certain municipalities to build 
their own power plants which will 
compete with existing private plants. 
The PWA is offering a gift of 30 per 
cent and a loan of 70 per cent at 4 per 
cent interest to any municipality want- 
ing to build its own facilities. It is true 
that the actual construction of such a 
competing plant will put men to work 
and use certain amounts of raw mate- 
rials, but when the plant is built and 
more men are put to work operating 
it then those working for the private 
company will be out of work and the 
investment in the private plant will be 
destroyed. 


7 is certainly reasonable to suppose 
that a municipal plant built at to- 
day’s costs to be operated upon cheap 
capital and gift money without a profit 


motive and not paying taxes can com- 
pete with existing facilities. It can 
readily put the private companies out 
of business, but such an idea would 
not have been so effective in 1928 and 
1929. What somebody in the admin- 
istration seems to be forgetting is that 
throughout those years of higher costs 
the private companies invested capital 
in new facilities to provide for in- 
creasing demands and these facilities 
had to be added regardless of cost. 


ts is to be regretted that politics and 
economics are so mixed in this al- 
ready complicated picture because it 
adds to the confusion. 

In an effort to prove that the Ten- 
nessee Valley Authority had practical 
application, it was necessary to find 
someone to use the power and several 
large cities were approached. In Bir- 
mingham and Cincinnati the proposal 
to supply them with power from Mus- 
cle Shoals to replace the private supply 
was rejected. The only large custom- 
er promptly agreeing to take this pow- 
er was Knoxville, the headquarters 
of the TVA. The citizens of this city 
voted to accept it not for any economic 
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reasons, but rather because the activity 
had brought business to the city and 
the President should be supported. 
There is no defense against such ar- 
guments and reasoning and the pri- 
vate utility was decidedly at a disad- 
vantage. 


AS an inducement in this campaign 
to get customers, the TVA pub- 
lished a schedule of rates which has 
caused considerable comment. The 
announcement had to carry force po- 
litically so it was important to have 
the rates very low. They were low 
and a great puzzle to anyone familiar 
with the difficulties of making up a 
rate schedule. What the Authority 
undertook to do is to supply service 
at a certain rate before it knew its 
costs. If a manufacturer did this he 
would face bankruptcy, but with the 
TVA any deficit can be made up from 
government disbursements. Perhaps 
a prophecy is unsafe, but it is highly 
probable at some future time the TVA 
rate schedule will be revised upward 
and maybe some official will be blamed 
and return to private life. In the 
meantime, however, severe harm has 
been done to companies operating in 
the vicinity. 

A great to-do has been heard about 
cost of generating power. Few real- 
ize, however, that if power could be 
generated for nothing the present 
price to domestic consumers could 
only be reduced from 10 per cent to 
20 per cent. The entire discussion of 
rates for political reasons is centered 
upon domestic business which in most 
companies represents about 20 per 
cent of the total output. 

Much loose talking prevails about 
the utility monopoly. Few perhaps 


realize that on commercial and indus- 
trial business, the utility companies 
are in direct competition with other 
sources of power. 

When a company takes on a domes- 
tic customer it costs the company to 
install a meter and make the con- 
nection. This cost is actual whether 
the customer uses 1 kilowatt hour per 
month or 100. In some instances a 
service or minimum charge is made, 
but usually the company is compen- 
sated by a high rate for the first few 
kilowatt hours and a lower rate as 
more current is used. Somewhere the 
installation cost must be absorbed and 
it is interesting to see that the TVA 
recognizes this in its contract with 
Tupelo. Samuel Ferguson, president 
of the Hartford Electric Light Com- 
pany, has called attention to this and 
indicated that the government is now 
willing to admit that the private 
companies which have been operat- 
ing on this basis were justified in do- 
ing so. 


HE domestic consumer must pay 

his cost of service and it is silly 
to try to put the burden anywhere else. 
For political reasons it would be con- 
venient for the TVA to absorb this 
cost in its commercial and industrial 
business, but actually this cannot be 
done because in those departments 
competitive conditions prevail. It is 
gradually becoming clear that there is 
no mystery about utility operation, but 
it is a business and must be operated 
on a businesslike basis. 

There is no question but that a mu- 
nicipality can actually, under the terms 
of the PWA, borrow money and build 
a plant and deliver power cheaper than 
existing private companies can now 
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supply it, but this is not the real an- 
swer to the proposition. A thorough 
study is necessary. Taxes are all im- 
portant and soon common sense may 
be expected to prevail; especially if a 
few of the proposed municipal proj- 
ects are actually built. Service cannot 
be supplied for nothing and, except for 
the lack of profit, cheaper capital, and 
no taxes, there is nothing a municipal- 
ity can do in the manufacture and dis- 
tribution of electricity that cannot be 
done by a private company. 


M*s problems are presented 
which require thoughtful con- 
sideration. 

If the municipal projects take only 
the cream of the business, who is go- 
ing to supply the farmer and the resi- 
dent in outlying districts who has 
heretofore been receiving service from 
well-integrated systems at a fair 
price? It is a simple matter for the 
government to get along with politi- 
cally appointed postmasters because 
that work is largely routine, but pub- 
lic utility service requires a high de- 
gree of technical skill which in normal 
times costs money. It is perhaps safe 
to say that a private company at the 
present time could operate the United 
States mail service substantially 
cheaper than the present cost to the 
government through the elimination 
of many politically appointed officials 
and increased efficiency. It is well 
known that political appointments are 





not made on the basis of qualifications 
such as would be required in private 
business. A look at the NRA admin- 
istrators will give an idea of whether 
the government really wants experts 
in each line to look after the interests 
of a particular industry or whether 
these jobs are used as opportunities to 
repay loyal supporters and party 
workers. 


A’ the start of this article some re- 
marks were made about public 
utility securities which are currently 
selling at such depressed levels. Criti- 
cism has been directed toward the util- 
ity holding company over which the 
state commissions seemed to have too 
little control. The Electrical World 
has published some figures on util- 
ity capitalization which are very im- 
portant and help in forming a pic- 
ture of utility finances as they exist 
today. The fixed capital assets of the 
privately owned light and power in- 
dustry are $14,370,420,592, the capi- 
talization is $6,678,761,901 in long- 
term debt and $6,935,848,539 in 
stocks, a total of $13,614,610,440 and 
the reserves aggregate $1,381,566,- 
874. The question is rightly asked: 
Where are the figures to show watered 
stock and tremendous exploitation of 
the public? Actually, if we consider 
the market prices of the securities out- 
standing, we shall probably find the 
aggregate value thus represented only 
a part of the true physical value of the 


q “Tue trouble with the utility situation ts that tt 1s so very 


complicated and few people understand it. 


This makes it 


possible for politicians to launch impressive sounding 
attacks and it adds to the difficulty of the utility people to 


reply.” 
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properties of all of these companies. 

It is certainly true that some of 
the holding-company securities which 
were offered the public in the 1928 
and 1929 period were highly specula- 
tive and in certain instances financial 
practices were indulged in which can- 
not be condoned, but the consumer of 
electric service was not affected by 
these financial jugglings. While great 
activity in the holding company secu- 
rities was taking place both on the up- 
side and the downside, the consumer 
was receiving good service at a fair 
price and was not concerned about 
quotations for the various stock issues 
of the parent company. 


B ETTER regulation of security offer- 
ings certainly has much to recom- 
mend it, but it certainly need not be 
confined solely to utility securities. 
The Securities Act passed in the last 
Congress might be called a reaction to 
some of the frenzied financial offer- 
ings of the boom period. Perhaps a 
more uniform accounting system for 
utilities would help the investor to get 
a more intelligent idea of the worth of 
his holdings. When one company ig- 
nores depreciation and another shows 
as profit in its income account a write- 
up resulting from a shift of a piece of 
property from one subsidiary to an- 
other, confusion is bound to arise. 

Intelligent regulation of this kind 
should bring constructive results and 
the well-established companies do not 
fear it. They do, however, experience 
very sharp misgivings at the PWA 
proposals of competition because they 
realize that the idea, absurd as it is, if 
carried to extremes could wreck public 
utility investments amounting to some 
thirteen billions of dollars. 


HE time has arrived when the 

utility companies should get 
themselves better organized and stop 
the attitude of nonresistance. 

So much sentiment has been aroused 
in favor of supporting President 
Roosevelt in whatever he undertakes 
that any policy on the part of the util- 
ity companies until now of obstructing 
his plans would have created general 
public ill will. Undoubtedly the util- 
ity people realized this and believed it 
good psychology to do nothing. In 
the last Congress the President was 
given great powers with which to meet 
the emergency and much legislation 
was railroaded through without ade- 
quate time for debate. A change is 
taking place and now it is not consid- 
ered treason to disagree with the 
President and his policies. Criticism 
is growing and probably will continue 
to a point where it will not be easy to 
jam legislation through Congress un- 
til time has been allowed for discus- 
sion and careful consideration. 


6 B- first firm stand taken by the 
utility industry was when it re- 
quested to have the code apply to all 
utility companies whether privately or 
municipally operated. Of course, this 
did not appeal to the politicians be- 
cause it obviously cut down the favor- 
able handicap enjoyed by the munici- 
pal companies. It has been agreed 
that the municipal companies may 
come under the code provisions and 
in places where municipal and pri- 
vate companies compete, the code pro- 
visions need not apply unless both 
companies agree to be bound by them. 
This is a real victory for the utilities 
and it is to be hoped that they press 
the advantage and force the govern- 
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The Widespread Investment in Securities 
of Public Utilities 


wae has been estimated that about 3,000,000 investors own 
utility securities and with their 6,000,000 dependents, 
the number of individuals having a direct financial investment 


at stake is impressive. 


Already utility security holders are 


beginning to organize and this movement can grow rapidly 
and to great proportions.” 





ment out into the open. Some time 
in the not distant future the adminis- 
tration will have to state definitely 
how far it intends to go in the matter 
of competing with private business, 
and the force which will bring this 
about is the large number of individ- 
uals who own utility securities and see 
their investments shrinking in value. 


Tt has been estimated that about 
3,000,000 investors own utility se- 
curities and with their 6,000,000 de- 
pendents, the number of individuals 
having a direct financial investment at 
stake is impressive. Already utility 
security holders are beginning to or- 
ganize and this movement can grow 
rapidly and to great proportions. It 
will probably assume real importance 
and can expect to receive the support 
of insurance companies and savings 
banks which institutions are vitally in- 
terested in the welfare of the industry 
and its securities. The force of such 
an organized body can hardly be over- 
estimated and if the administration’s 


policy of persecuting the utilities con- 
tinues, some startling results are al- 
most inevitable. 


B: it said for President Roosevelt 
that he is an astute politician and 
is well informed upon what the public 
wants. Such a person cannot fail to 
see the force of organized opinion and 
its bearing upon national elections. 
A wrong step on this one point might 
be enough to overthrow the entire 
democratic administration and, there- 
fore, it is perhaps safe to assume that 
well befére this group finds it neces- 
sary to exert political pressure to pro- 
tect its rights some change in the ad- 
ministration’s policies will be effected. 

The public utility picture is far 
from satisfactory and many things 
have taken place which have tended to 
shake the confidence of investors in 
the security issues. Prices have de- 
clined to a point which is alarming to 
individuals and institutions, but un- 
less the administration is definitely de- 
termined to wreck the industry, and 
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this in opposition to the interests of 
a large number of security holders and 
contrary to fundamental economics 
and sound business considerations, 
then it would certainly seem that this 
lack of confidence is unjustified. 


WwW: appear to be at a turning point 
with the affairs of the industry 
and utility security prices at or near 
bottom. During these long months of 
difficult operation, the well-managed 
companies have tried to clean house 
and put their affairs in order. They 
have continued to deliver efficient 
service and are now in a position to 
benefit from any improvement which 
may take place in the general econom- 
ic situation. What the utilities need 
is more business and they cannot fail 


to get it as industry generally becomes 
more active. 

The utility securities have few 
friends at the moment. The intelli- 
gent investor, of course, should not 
close his eyes to the unfavorable hap- 
penings some of which have been 
pointed out above, but he should also 
realize that the utility industry is not 
going to be put out of business even if 
current market prices for utility secu- 
rities would seem to indicate that 
many people believe there is no hope 
of survival. 


EAR is strong at the present time 

and some clear thinking is certain- 
ly needed on the part of the average 
investor to prevent this emotion from 
upsetting his better judgment. 





Curious Items about the Telephone 


a Bell System now has in service more than 300,000 public tele- 
phones. 


a * 
THE wire in the Bell System would go around the world more than 
3,200 times. 
* * 


THE Bell System’s investment in plant and equipment is more than 
$4,200,000,000. ‘ ss 


More than half of all the telephones in the world are located in 


the United States. 
* * 


Asout 25,000 Bell telephones are connected or disconnected, on the 


average, each working day. x 


On the average, nearly 900 telephone conversations take place in the 


United States every second. P 


Asout 92 per cent of the world’s telephones can be connected with 
any telephone in the Bell System. 


Nearty 40 per cent of all the telephones in the United States are 
served from dial system central offices. 
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Regulation—More and 


Better 


The author believes that in the public in- 
terest there must be more regulation but 
that in the name of social justice it must be 
better regulation—regulation that stresses 
equity, not expediency, and regulation that 
functions as the arm of law rather than as 


the voice of politics. 


By GEORGE OTIS SMITH 
FORMER CHAIRMAN FEDERAL POWER COMMISSION 


Ss expressing high social aim, 
A the two adjectives of my title 
are logically connected: more 
regulation of the power and light 
utilities cannot accomplish its full 
purpose unless it is better regulation, 
nor can regulation be better unless 
there is more of it. This betterment 
in both quantity and quality is abso- 


lutely demanded to meet present-day 
requirements. 

Regulation of these utilities in the 
public interest has been put “on the 
spot” by recent political action, in that 
the whole theory and practice of regu- 
latory methods are on the defensive 


as never before. This crisis may well 
result in aggressive advances in ac- 
complishment by existing govern- 
mental agencies. Improvement of 
regulation is regulation’s best defense. 

Close-up experience with the Fed- 
eral Water Power Act as a regulatory 
measure has not changed my funda- 
mental opinions, as expressed in the 
Pustic UriLitires FortTNIGHTLY, 
November 26, 1931. At that time, 
however, my views were based mostly 
upon observation, and also, as I then 
stated, my freedom of speech was in 


some degree abridged by official posi- 
tion. Now, to observation I can add 
experience as a broader basis for 
opinion, and after many years as a citi- 
zen in government employ I can think 
once more as a private citizen re- 
moved from any bureaucratic atmos- 
phere. Whatever may be the general 
effect of this change in environment, 
my interest in the public regulation of 
business is not one whit decreased. 
The chief difference is that possibly 
I feel a bit more free to think out 
loud. 


HREE years’ experience added to 

more than twenty years’ observa- 
tion has both clarified in my mind the 
problem that presents itself to public 
officials charged with regulatory func- 
tions and strengthened my faith in 
the regulation principle. Without that 
fundamental faith, I would have been 
unwilling to spend even a shorter 
period at the thankless task of serving 
a public so critical in this particular 
field of service. But the experience 
has perhaps made clearer the reason 
for much of the popular clamor raised 
against both regulated and regulators. 
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The problem of obtaining more and 
better regulation is not wholly one to 
be solved by legislative action, for 
equally determinative is the matter of 
administering the regulatory laws, be- 
cause into this administration person- 
alities enter so largely. It would be 
far more agreeable if this administra- 
tive phase of regulation could be 
treated as impersonal and discussed 
without reference to the personalities 
involved. However, from the very 
nature of things, the reaction between 
government and business must be ex- 
pected to cause some clash of person- 
alities. 


HE authority vested in the public 

official and the power put into 
the hands of the corporation execu- 
tive alike tend to show the stuff in 
the man, and far too often either one 
may become blinded to his full op- 
portunity to serve the public. The 
mistakes they make, however, demon- 
strate the truth that to err is human 
—not that corporations are necessa- 
rily corrupt or commissions universal- 
ly unfair. 

With the exceptional chance I have 
had to know fairly intimately the 
leaders in the utility business as well 
as the chief exponents of public regu- 
lation, and for a full quarter of a 
century to observe at short range the 
slow working out of the procedure of 
regulation, my sympathies have not 
been so much divided as dissipated. 
Unfortunately, I have come to the 
point where as a member of the public 
in whose interest the whole effort is 
presumably being made, I am fre- 
quently in a mood to say, “A plague 
on both your houses.” Appreciation 
of the much that is good on both sides 


prevents my taking a wholly antagon- 
istic attitude; yet disgust with much 
else that is all too manifest might lead 
me to become a partisan, if the errors 
of the regulators did not so nearly 
counterbalance the faults of the regu- 
lated. 


LLOCATION of blame is worth 
while only in that it may point 
the way out. It is to the policy of 
secrecy, so characteristic of corpora- 
tions even when engaged in business 
conceded to affect the public interest, 
that much of popular distrust can be 
traced. Moreover, continued resist- 
ance to governmental inquiries simply 
sets the stage for fresh political at- 
tacks, and little sympathy is due to 
private business if its self-appoint- 
ed assailants are able to play on the 
suspicions first aroused by secrecy. 
Private business has itself brought 
the house down on its own head. 
Yet public officials charged with 
regulatory duties cannot take refuge 
in this simple assignment of past re- 
sponsibility. Their problem is to 
clean up the mess and join with the 
utility executives in better planning 
for the future. Too large a part of 
the public, not only customers but 
employees and investors, has a stake 
in the business to let things drift. 
And those of us who have had the 
opportunity to look beneath the sur- 
face of things can and must distin- 
guish between different units of the 
business, between holding companies 
and operating companies, between 
soundly managed companies whose 
chief asset is faithful and progressive 
service to their public and other com- 
panies which have not discarded the 
worn-out rule of “all the traffic will 
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bear,” or between public-utility execu- 
tives with moss-covered ideas of the 
sacredness of private business and 
other corporation executives with en- 
lightened appreciation of their trustee 
relation to the public. Sometimes 
these contrasts are as marked as that 
between black and white, and the pub- 
‘lic official is blind, or worse, who 
would treat all alike. 


eee are not even quasi 
judicial when their meinbers 
permit a spirit of antagonism to cor- 
porations to pervade the exercise of 
their official functions. This exhibi- 
tion of prejudice may be only occa- 
sional and then understandable as a 
natural reaction to the obviously un- 
fair and tricky presentation of some 
company’s defense; or the biased atti- 
tude may be habitual and attributable 
only to a desire to be in harmony with 
whatever vox populi may be loudest 
at the time, which, however, may be 
quite out of accord with the real pub- 
lic interest. 

Recently an ex-commissioner, with 
five years of experience on the most 
important of all regulatory commis- 
sions, remarked, “It is not too much 
to say that a large section of opinion 
(commonly designated ‘liberal’) re- 
gards regulation and prosecution as 
synonymous terms.” 

“Quasi political” may well be said 
to describe too many of our regula- 


tory commissions at the present hour. 

Only if a regulatory agency is to 
serve political ends can there be rea- 
son for giving politics any place in 
its administration. Surely a favor- 
able attitude toward the alternative 
of regulation should not be the touch- 
stone by which to test fitness for a 
regulatory position. Much more logi- 
cal was the statutory requirement for 
appointment to the Tennessee Valley 
Authority: faith in one’s job is es- 
sential to success—at least, success in 
terms of the work itself. 


HE usual press headline is “Utili- 

ties Win Victory” when a legisla- 
tive measure is defeated that would 
permit examination of a holding com- 
pany’s books, or when a court deci- 
sion halts even temporarily the exer- 
cise of a commission’s authority over 
rates or capital accounts. But is this 
interpretation correct, if we look be- 
yond the present moment? May not 
these opponents of effective regula- 
tion be winning a battle and losing 
the campaign? Thomas Jefferson 
said: “Never sell the day to serve the 
hour.” 

No better strategy can be adopted 
by the public utilities in the present 
crisis than to accept promptly and 
without reservation the broad premise 
on which regulation is founded— 
namely, that the rights of the public 
are paramount. A Federal judge has 


e 


sets the stage for fresh political attacks, and little sympathy 


q “CONTINUED resistance to governmental inquiries simply 


is due to private business if its self-appointed assailants 
are able to play on the suspicions first aroused by secrecy. 
Private business has itself brought the house down on its 
own head.” 
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very clearly stated this proposition: 


The time has gone by when the subjec- 
tion of a public service corporation to con- 
trol and regulation by the agencies of 
government is to have its origin and justi- 
fication in the terms of a supposed con- 
tract between the corporation and the state. 
The origin of the subjection and its justi- 
fication are to be found, not in contract, 
but in duty, a duty imposed by law as 
an incident to the enjoyment of a privi- 
lege. 

HOUGH referring specifically to 

the limitations imposed on a car- 
rier by the Transportation Act, this 
description of a public service cor- 
poration’s duty has wider application. 
Whether or not expressed as yet in 
this or that statute, the real test comes 
in consideration of the public interest 
and the public welfare. In the minds 
of the sovereign people, these concepts 
define the duty of the corporation, 
and their full enactment in law may 
well be anticipated and better accept- 
ed than opposed. 

This same obligation to serve the 
public interest rests no less implicitly 
upon the commissions. Codperation 
rather than competition might well be 
made the working principle of a code 
for public commissions. A contest 
for monopoly of jurisdiction may 
prove no more conducive to the 
public interest than some of the cut- 
throat competitive practices of cor- 
porations against which numerous 
provisions in NRA codes have been 
aimed. Especially regrettable is the 
spectacle of high officials of a sover- 
eign commonwealth, in defense of its 
right to regulate, lining up in protest 
against the Federal agency alongside 
a public utility that obviously prefers 
partial to complete supervision in the 

1 Interstate Commerce Commission v. Ore- 


gon-Washington R. & Nav. Co. (1933) 288 
U. S. 14, 77 L. ed. 588. 


public interest. Is it possible that 
these public officials are, with open 
eyes, joining in the legal fight for less 
and poorer regulation? 


AS I would repeat my opinion 
first expressed twenty years ago 
before a congressional committee : 


What we need today is to get the Fed- 
eral action to codrdinate itself with the 
state action. And I think public 
regulation means state regulation plus 
Federal regulation. 

The intent of the Federal Water 
Power Act of 1920 was plainly to 
supplement state regulation—to close 
the gaps ; and bureaucratic zeal should 
not be carried by either state or Fed- 
eral commissions to the extreme that 
endangers or weakens the effective- 
ness of regulation. The citizen de- 
serves coordinated rather than com- 
petitive action by the officials of his 
state and his nation. These truths 
would appear self-evident, did we not 
occasionally witness the unmistakable 
signs of progress-halting jurisdiction- 
al jealousy. 

The recent protest against a com- 
plete code for the electric light and 
power industry raises the issue of en- 
croachment upon the authority and 
functions of the Federal commission. 
To those of us who with absolutely 
no personal interest in the business 
of these public utilities other than as 
customers have regarded self-regula- 
tion to the fullest extent possible as 
the ideal in the proper control of in- 
dustry, this emphasis on possible en- 
croachment upon the powers of public 
regulation is too suggestive of the 
physician being anxious lest his pa- 
tient get well. 


re is highly de- 
sirable in individuals, industries, 
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Maybe Diogenes Could Answer 


a public ownership is imperative because pub- 
lic regulation has failed, it follows that there 
cannot be found to man the state and Federal 
power commissions the necessary 200 or so citizens 
who are intelligent and honest enough to make 
regulation effective. Where, then, under any pro- 
posed government-ownership scheme can the pub- 
lic look for the thousands who would be needed 
to officer the public utilities of the whole country?” 























and nations, and many of the NRA 
codes seem to promise some advance 
toward that ideal of self-government 
of industry. However, the same 
“Brief on behalf of Federal Power 
Commission” to which I have just 
alluded asserts that “any recommen- 
dation of policy and program” for 
the development of power resources 
would be “fraught with possibilities 
and implications of such serious mo- 
ment to the American people,” if en- 
trusted to a committee representative 
of the industry. Without question, 
many specific instances could be cited 
as a historic basis for this distrust, 
but on the other hand, with the 
politically influenced attitude so con- 
spicuous at present in Washington, it 
is a bold commission that describes 
itself as a “disinterested public 
agency.” Admittedly, the commis- 
sion, in its brief, opposes the proposed 
code from the fear that it might 
“nullify the administration’s plan” of 
establishing regulatory “yardsticks.” 


M* plea for more regulation is 
again simply one for completely 


closing the gaps. “Hog-tight” was 
an old standard for farm fences, and 


it well describes the ideal of regula- 
tion. Two serious breaches exist that 
qualify the all-inclusive effectiveness 
of public utility regulation: They re- 
late to holding companies and publicly 
owned plants. 

The practical experience of the 
Federal Power Commission with li- 
censees controlled by holding com- 
panies has made its members unani- 
mous as to the need of control over 
holding companies in protection of 
the operating utilities and their cus- 
tomers. 

In a recently published opinion, the 
commission calls attention to the ex- 
tent to which the intricate corporate 
relationships between holding and op- 
erating companies “effectively defeat 
the proper purposes of public account- 
ing’: 

Whatever may have been the purpose 
of these corporate duplications and com- 
plications in financial set-up, the result is 
always the same; they render difficult any 
clear understanding and satisfactory de- 
termination of the facts or of the equities 
based thereon, whether desired by an in- 
vestor in his own protection or by a regu- 
latory agency in behalf of the consumer. 

A in another recent opinion, 
the Commission describes a 
holding-company “dynasty” as: 
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Not exceptional but typical—with its 
absentee-ownership and management, its 
sovereignty over far-flung dominions in 
many states but subject to the direct juris- 
diction of none, its authority centralized 
in a few strong hands, its “fee” taxation 
without representation of the operating 
companies. 


And the opinion continues that: 


This condition calls for prompt correc- 
tive and preventive measures. The crux 
of the problem is the present inadequacy 
of the law. State commissions and the 
Federal Power Commission should be 
clothed with all regulatory jurisdiction pos- 
sible over such holding and service compa- 
nies. 

The preferential status granted to 
state or municipal power projects un- 
der the Federal Water Power Act 
has been greatly extended under the 
policies now in force in Washington. 
The monopoly principle expressed 
and enforced in the commonly adopt- 
ed “certificate of convenience and 
necessity” is in effect being scrapped 
as obsolete, along with so many other 
economic principles. Now Federal- 
financed competition is to be substi- 
tuted for regulation, the efficacy of 
the replacement depending upon a 
combination of yardstick and birch- 


rod. 


N Mosher and Crawford’s compre- 
hensive study, “Public Utility 
Regulation,” this policy of substitut- 
ing competition, involving as it does 
unnecessary waste and destruction of 
values, is aptly called “the counsel of 
despair,” for acquiescing in which 
“the time is not yet ripe.” 
* Much more might be said relative 
to the waste of capital, labor, and time 
necessarily incident to any abandon- 
ment of the monopoly principle in 
public utilities. The certificate of 
convenience and necessity has been an 
effective instrument of economic plan- 


ning, a pleasing protest in practice 
against the laissez faire doctrine. To- 
day, when reform is rampant in the 
land and widespread efforts are being 
made to restrain the agencies of pro- 
duction to accord more nearly with 
consumptive needs, seems a most in- 
opportune time for duplicating the 
means of generating and distributing 
unneeded power. 

Moreover, in their support of this 
“counsel of despair” the critics of 
regulation make one contention that 
implies so sad a lack of faith in the 
human factor as to be absurd to an 
extreme. If public ownership is im- 
perative because public regulation has 
failed, it follows that there cannot be 
found to man the state and Federal 
power commissions the necessary 200 
or so citizens who are intelligent and 
honest enough to make regulation 
effective. 


W Bee, then, under any proposed 


government-ownership scheme 
can the public look for the thousands 
who would be needed to officer the 
public utilities of the whole country? 

As regards the requisite ability, 
there is good reason for believing that 
the managerial function involved in 
operating a great power system de- 
mands more training and experience 
than the supervisory function of a 
regulatory commission. However, 
opinions probably will differ on this 
point, and some public officials may 
naturally evaluate their own jobs 
more highly. 

But he must be blind, indeed, or 
else simply an inexperienced idealist, 
who fails to realize how much greater 
would be the temptations—political 
and financial—incident to the govern- 
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ment engaging in business on so large 
a scale than those that arise in the 
performance of the quasi judicial 
duties of regulatory boards. Even 
those who in the course of a lifetime 
of experience have taken pride in the 
quality of public service rendered in 
- the bureaus of the Federal excutive 
departments, have had occasion to 
hang their heads in sorrow when too 
close a contact with big business has 
brought disgrace to a high public 
official. Such exceptions, even though 
rare, weaken one’s faith in the wis- 
dom of extending nonchalantly the 
scope of governmental activities. 


HE mild phrase “political tempta- 

tions” was used above where an 
uglier term might apply: buying po- 
litical influence and popular favor by 
public officials of a far-flung business 
organization can prove more ex- 
pensive to the taxpayer than cruder 
forms of graft. There is a type of 
profit motive even in public office, the 
true nature of which the political 
profiteer may not like to admit even 
to himself. 

No new argument for bringing 
under state regulation all public 
power plants need be advanced. Ten 
years ago at the 26th annual conven- 
tion of the National Association of 
Railroad and Utility Commissioners a 
report on uniform regulatory laws 
was made by Chairman Gettle of the 


e 


Wisconsin commission. One of the 
four fundamental proposals he laid 
down was the inclusion of munic- 
ipally owned plants in the regulatory 
plan. 

Among the points made by Com- 
missioner Gettle were: the miscon- 
ception that the true function of a 
regulatory body is simply to restrict 
profits; that the experience of the 
Wisconsin commission afforded no 
assurance against an unreasonable re- 
turn or excessive rates in municipal 
ownership in and of itself, city officers 
being averse to rate reduction in that 
excess utility earnings made possible 
lower tax rates; and that even with 
only fair return, the necessity of 
regulation is not eliminated, for to 
secure equitable treatment of different 
classes of customers, discrimination 
must be guarded against. 


A* objection to state control of 
municipal plants then presented 
was that it would involve operating 
accounting, but it was notorious that 
where such plants were not subject to 
regulation the absence of financial and 
operating records made it impossible 
to apply the cost of service principle. 

Equally constructive under regula- 
tion would be the advice of a central 
body having specialists available to 
help local managements in working 
out fair schedules. 

“All public utility patrons should 


the working principle of a code for public commissions. 


q “CO6PERATION rather than competition might well be made 


A contest for monopoly of jurisdiction may prove no more 
conducive to the public interest than some of the cut-throat 
competitive practices of corporations against which nu- 
merous provisions in NRA codes have been aimed.” 
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have the same means of obtaining an 
adjustment of difficulties,” was the 
verdict of this experienced regulator. 
And the failure to bring municipal 
utilities under regulation denies to 
their customers the full privileges of 
appeal for redress accorded to the 
customers of privately owned plants. 


In the public interest there should 
be more, not less, regulation. But in 
the name of social justice, it must be 
better regulation — regulation that 
stresses equity, not expediency, and 
regulation that functions as the arm 
of law rather than as the voice of 
politics. 





Thumb-nail Essay on Taxation of Thrift 


“Dad,” said John who was getting ready 
for his entrance exams, “I see Professor 
Roswell McGill, the government tax expert, 
says that in fixing taxes the man earning his 
way should be given an advantage over the 
man deriving his income from dividends and 
interest. Why is that?” 

“Well, my son, you see the problem of our 
government is to raise money in the easiest 
way. If it results in putting more of the 
burden on some than on others, our tax 
authorities must justify themselves if they 
can.” 

“But Dad, isn’t a man who earns his own 
way entitled to more consideration than one 
who does not?” 

“Certainly, my son. That is what makes 
the professor’s argument so plausible.” 

“What do you mean, Dad?” 

“My son, when you go to college perhaps 
you will study logic. Then you will see that 
the professor’s argument is in the form of 
what logicians cali an Enthymeme. It is not 
fully stated. The most important part—an 
assumption—is missing.” . 

“T don’t understand.” 

“Let me explain. The professor’s full 
argument is this: Men who earn their own 
way are entitled to more consideration than 
those who do not. Men who obtain their 
income from dividends and interest do not 
earn their own way. Therefore, men who 
earn their own way are entitled to more con- 


sideration (advantage) than men who obtain 
their income from dividends and interest.” 

“I don’t quite see what’s wrong with that.” 

“You will, my son, when you learn more 
about economics. The trouble with the pro- 
fessor’s argument is the assumption that men 
who obtain their income from dividends and 
interest do not earn their own way. It is 
probably a hangover from the old religious 
idea—long since exploded—that all interest 
charges are usurious and sinful.” 

“ae Dad, can’t the professor’s argument 

ae on the ground that it is fair 
- make the rieh pay heavier taxes?” 

“No, my son. That’s another idea. It is 
no part of the professor's argument. The 
professor would say that if there were two 
men who had an equal income, say two thou- 
sand dollars, and one got that income by in- 
vestment and the other worked personally for 
it, the investor should be the more a 
taxed. That is on the assumption that the 
investor is not earning his way, and that is 
where the professor is wrong. That is the 
big hole in his argument.” 


The investor earns his own way as well as 
the man who works with his hands, and is 
quite as valuable a citizen to his government 
as any other. 

There is no valid reason why he should be 
discriminated against on the ground of 
nature of his income. 
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Power to the “Power Trust” 


Réle which the electrical companies play in the 
creation of wealth for the people, the stabilization 
of business, the solution of the unemployment prob- 
lem, and the promotion of the general economic 


welfare. 


Some reasons why the electrical industry 


deserves to prosper. 
By HENRY C. SPURR 


electrical industry which may be 

worth considering in the midst 
of the storm of political criticism 
which has been heaped upon it. 

‘According to stories, the electrical 
companies, in spite of the depression, 
are in a very prosperous condition. 
If this is so the public, it would seem, 
should be thankful. Prosperity will 
return only when business in general 
becomes prosperous. Every prosper- 
ous business, therefore, is so much 
to the good. 

“Oh, yes,” the stories go, “but the 
electrical business is too prosperous. 
The rates are too high.” 

A word or two about that later. 

For the present let us get on with 
our reminders. The electrical busi- 
ness deserves—if any business does— 
to be prosperous. There are several 
good reasons why. 


ik a reminder or two about the 


N the first place, whatever the profits 
have been the customers of the 
electrical companies have gained more 
from the service than the stockholders 
have profited from their investment in 
the business. Every day the electrical 
companies operate they put more 
money into the pockets of the people 
than they take out. Every day they 
add to the wealth of the people instead 
of subtracting from it. 
It would be easy to demonstrate 
that fact but customers’ profit is not 
the immediate subject of this article, 


N the second place, the electrical in- 
dustry, as a prosperous business, is 

a large employer of labor. In our 
present state of civilization only few 
of the people, comparatively, have the 
capacity to create jobs for themselves. 
Somebody, it is apparent, has to find 
or create employment for them, if 
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they are to become self-supporting. 

The electrical industry is one of the 
outstanding enterprises by which self- 
supporting work is directly created for 
thousands. This industry, if prosper- 
ous, is, therefore, an important factor 
in the solution of the unemployment 
problem. 

This is so self-evident as not to need 
discussion. 

Now, in passing, it might be well 
to ask, whether the electric power in- 
dustry does not deserve some reward 
in the shape of prosperity for the con- 
tribution it makes to the public wel- 
fare? Does it not deserve to prosper 
for the benefit it confers both upon its 
customers and its stockholders? Does 
it not also deserve some reward for 
the part it plays in the solution of the 
unemployment problem by the direct 
employment of thousands of persons? 


| pd the third place—and this is the 
point most often overlooked—a 
profitable electrical industry contrib- 
utes to the economic welfare of the 
people by the use of a large purchasing 
power, thus creating jobs for thou- 
sands of workers in other industries. 

Let us consider a few of the facts 
which bear upon the electrical indus- 
try’s contribution to the public wel- 
fare by the exercise of this purchasing 
power. 

It has been said over and over 
again that what is needed to put the 
country back on its feet is work for 
idle men. It is believed that prosper- 
ity will return if work can be provided 
for the five million unemployed per- 
sons who would normally be engaged 
in the manufacture of useful things. 

Digging ditches and then filling 
them up for the mere purpose of 


giving men work would not be a per- 
manent solution of the unemployment 
problem. It is labor in gainful com- 
mercial enterprises which counts. 

The extent to which the electric 
light and power industry has contrib- 
uted to employment of that kind has 
been very substantial. The construc- 
tion program of the industry has un- 
doubtedly ranked it among the largest 
of business stabilizers in the United 
States. 

The electric light and power indus- 
try is a user of an extraordinary di- 
versity of things. Rubber, silk, cot- 
ton, porcelain, lead, and a highly re- 
fined type of oil enter largely in its in- 
sulating materials. Rare metals are 
used in considerable amounts for its 
conductors, resistances, and the fila- 
ments of its lights. The castings of 
its generators, etc., have sometimes 
been the greatest single examples of 
the foundryman’s art. 


N the expansion of its plants and 
lines, the electric light and power 
business is normally one of the largest 
individual users of machinery and ma- 
terials. In 1930, for instance, the fol- 
lowing amounts of copper were used 
for various electrical purposes, as 
stated in the Year Book of the Ameri- 
can Bureau of Metal Statistics: 
Electrical Manufacturers 


221,000 tons (i.e. generators, motors, switch- 
es, etc.) 


Light and Power Lines 

130,000 tons 

351,000 total; or 40% of the total of 885,000 
tons consumed for all uses in the 
United States. 

The electric light and power indus- 
try uses 2,500,000 wooden poles of 
various kinds in a normal year. To- 
gether with the telephone industry it 
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The Electrical Industry Becomes a 
Target for Political Attack 


“— spite of the great contribution which the 
electrical industry makes to the economic 
welfare of the people by increasing the wealth 
of its customers, by the direct employment of 
thousands in rendering its service, and by the 
indirect employment of others through the exer- 
cise of its purchasing power, it ts the industry 
which has been singled out as a target for politi- 


cal attack.” 





is the largest individual user of lead, 
the two interests consuming 206,000 
tons for cable covering alone, in 1929. 
The consumption of structural steel 
for poles and towers runs annually 
into large volume, while the use of 
cement, sand, and crushed stone in the 
dams of the various hydroelectric 
enterprises has, in some years, been 
second only to their use by public 
highways. 

Construction expenditures of the 
electric light and power industry have 
been extraordinarily stable up to the 
year 1932. The printed table shows, 
first, the total expenditures by private 
enterprises for construction and for 
the purchase of new equipment and 
facilities and, second, the ratio of 
these expenditures to the 1926 total 
for each class of business. 


ts will be noted that, on this com- 
parative basis, the electric light and 
power expenditures held up relatively 
better than did any other class—even 
in the year of extreme depression of 
1932. 

At the same time, the 1932 expendi- 
tures were only 37 per cent of the 


1926 amount and the loss of nearly 
$500,000,000 by the manufacturers 
of equipment and construction ma- 
terials is further reflected in idleness 
of copper smelters, of cement mills, 
of lumber camps, and in a great di- 
versity of other primary occupations 
in a long train of pursuits stretching 
from the skilled mechanic back to the 
laborer in the mine and quarry. 

It is generally assumed that, of ac- 
tual construction work, labor com- 
prises half the expenditure, and ma- 
terials the other half. It may also be 
said that, in the preparation of these 
materials, half the cost again is labor 
while the other half includes the cost 
of primary raw materials and the use 
of capital for their extraction and 
manufacture. 

Following this argument to its ulti- 
mate conclusion it comes to this: Of 
the $500,000,000 decrease in con- 
struction expenditures by the electric 
light and power industry below the 
1926 amount, three quarters, or 
$375,000,000, comprise the wages 
which labor, at some point of the 
process between mine and completed 
power plant, would have received. 
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At an average annual wage of 
$1,250 this means that some 300,000 
men are permanently out of employ- 
ment until the construction work of 
the electric companies regains its pre- 
depression level. 


_— of the actual results of the 
present depressed rate of utility 
construction is the following descrip- 
tion of Pittsfield, Mass., contained in 
the article “New England Nightmare” 
in the New Republic of December 20, 
1933: 


Pittsfield, Massachusetts, is an excellent 
spot for examination by those who ask 
why so much insistence is placed on a great 
public works building program. This city 
is idle and its workers are pretty well be- 
yond the reach of aid by anything the 
government can do which does not con- 
template a revival of the capital-goods in- 
dustries. The one big industry of the town 
is the General Electric Company plant, 
which is devoted largely to making heavy 
electric machinery such as electric furnaces. 
Until construction operations of some sort 
get started, until credit is made available 
in some way to enable industry to spend 
money on new plant and equipment, there 
will be no revival in Pittsfield. Another 
industry in the neighborhood is made up 
of lime enterprises. They are idle now. 
While they are idle the local power com- 
pany loses perhaps its best customers— 


e 


enormous users of power. While the build- 
ing industry of the country is paralyzed 
the lime industry will be paralyzed. And 
while the building industry and the capi 
goods industries generally are pa 
Pittsfield will be paralyzed. And there 
are thousands of Pittsfields all over the 
country—JoHN T. FLynn. 
Nevertheless, in spite of the great 
contribution which the electrical in- 
dustry makes to the economic welfare 
of the people by increasing the wealth 
of its customers, by the direct em- 
ployment of thousands in rendering 
its service, and by the indirect em- 
ployment of thousands of others 
through the exercise of its purchasing 
power, it is the industry which has 
been singled out as a target for politi- 


cal attack. 


HE very fact that it has been able 
to continue to employ its labor 
and purchase necessary materials and 
supplies has been used as an argument 
against it. It is the first of the great 
private industries which the so-called 
peaceful revolutionists in the govern- 
ment have their eyes upon. 
The reason given for attacking the 


Construction Expenditures of Private Companies 


A B 


Electric Railroads 


Light & Power 
Millions$ %’26 
772 100 
794 103 
754 98 
853 111 
919 119 
597 77 
285 37 


Year 
1926 
1927 
1928 
1929 
1930 
1931 
1932 


SOuRCES : 


(all capital expenses) 
Millions$ %’26 


Cc D 


Commercial 
Buildings 

Millions$ %’26 
1,225 100 
1,240 101 
1,150 o4 
1,240 101 
840 69 
415 34 
130 11 


Residential 
Buildings 
Millions$ %’26 


A Edison Electric Institute; gross expenditures for new construction and equipment. 


B Year Book of Railroad Information. 
C, D F. W. Dodge 


with 1932 figures which include contracts of less than $5,000 


Corporation; earlier years raised by a ~ pe percentage to correspond 


value and — alterations 


as well as new construction. Also extended to embrace the entire U. S. A 
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electrical industry while, for the pres- 
ent, supporting other business enter- 
prises, is that the business has been 
prosperous, while others have not. It 
is said the rates are too high. 

But who says that? What evidence 
do they offer? 

The group which favors govern- 
ment ownership is responsible for 
most of the high rate agitation and 
propaganda. No valid evidence is 
offered in support of it. The- rate 
agitators, where they purport to offer 
proof, rely largely on fallacious rate 
comparisons. 

A considerable part of the high rate 
argument is based on purely theo- 
retical reasoning, which leads to the 
conclusion that the decisions of the 
United States Supreme Court, of the 
commissions, and of every other re- 
sponsible tribunal as to the reasonable- 
ness of rates, are wrong. Asking the 
average man to believe that is putting 
quite a strain on his credulity. 

But by far the largest part of the 
high rate propaganda does not rise 
above the level of gossip. 


des assertions that electric rates 
are exorbitant are disproved by 
hundreds of thorough painstaking in- 
vestigations by regulatory commis- 
sions in every part of the country. In 
the face of this overwhelming evi- 
dence, there is naturally only one thing 
left for the high rate agitators to do, 
and that is to claim that these public 
officers—judges and commissioners— 
are either incompetent or dishonest. 
This they have not hesitated to do. 

Now it might be possible to believe 
there could be some basis for this 
assumption in a few instances, but it 
is too much to ask the average man 
to believe that all of these public 
officers—judges and commissioners— 
charged with the duty of passing upon 
the reasonableness of electric rates, 
have been either incompetent or dis- 
honest. 

The more reasonable presumption 
is that the high rate propaganda is 
false. 

The electrical companies, if still 
prosperous, are not so because of high 
charges, but because they render a 


= 


Construction Expenditures of Private Companies—(Continued) 


E 


Industrial 
Buildings 
Millions$ % ’26 
625 100 
500 80 
830 133 
830 133 
340 55 
155 25 

45 7 


Year 


Sources : 


F 


Engineering News-Record Figures 


Commercial 
Buildings 
Millions$ %’26 


All Private 
Construction 
Millions$ %’26 
1,760 100 


Industrial 
Buildings 
Millions$ %’26 
312 100 
321 103 1,991 
355 114 2,158 
547 175 2,604 
331 106 
166 53 1,036 
93 30 320 


E F. W. Dodge Corporation; earlier years raised by a constant percentage to correspond 
with 1932 figures which include contracts of less than $5,000 value and — alterations 
as well as new construction. Also extended to embrace the entire U. S.A 

F As shown in “Construction Costs—1933” page 4 and “Construction Costs—1932” page 6. 
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great service at rates so low as to be 
within the reach of the rich and the 
poor alike—a service which is worth 
much more to the customer than he 
ever has to pay for it. 

No business could prosper greatly 
on any other basis. 

The average domestic customer 
pays less than 10 cents a day for his 
service. Let him consider what he 
gets for that small sum of money. 
The bringing of dependable electric 
service into the homes of the people 
on such a basis is a remarkable 
achievement by the electrical industry. 
That is why it has prospered. 

It is because of good service at 
low rates. 


ESIDES, it should be remembered 

that comparatively a small part 
of the moneys the electrical industry 
receives from its customers ever gets 
into the pockets of its stockholders. 
The bulk of the money the customer 
pays for electric service goes to the 
government in the shape of taxes and 
for the support of labor employed 
directly in the company service and 


indirectly in the production of the 
great quantity of materials and sup- 
plies it uses in its business. 

The electrical industry is not an 
exploiter of the public in the sense 
that word is generally used. It is 
a public benefactor, one of the great- 
est we have. 

Whether the contributions which 
the leaders of the electric light and 
power business make to the general 
economic welfare could be more 
abundantly made by a group of offi- 
cials within the government as a gov- 
ernment enterprise is not here consid- 
ered. That is another question. 

But the private companies, it would 
seem, instead of being subjected to 
continued attack should be entitled to 
a measure of appreciation for the lead- 
ing role they have played and continue 
to play in the stabilization of business 
and in the promotion of the public 
welfare by the money they make for 
their customers and the employment, 
direct and indirect, they create for 
labor. 

The electric light and power com- 
panies deserve to prosper. 





edt Poe stipulation in the (TVA) contract which permits Tupelo 


to impose ‘developmental 


on commercial and in- 


dustrial business to a up for the deficits to be incurred in furnishing 


50 kilowatt hours or less at 3 cents 
the whole complexion of the Muscle 


ow kilowatt hour . changes 
hoals undertaking from a fraudu- 


lent political yardstick to an honest effort to endeavor to demonstrate 


the effect of low prices on sales volume.” 


—SAMUEL FeErcuson, 
President, Hartford Electric 
Light Company. 











Remarkable Remarks 





“There never was in the world two opinions alike.” 


Wuttam E. Boran 
U. S. Senator from Idaho. 


Grorce W. Norris 
U. S. Senator from Nebraska. 


Hucx S. Jounson 


National Recovery Administrator. 


Raymonp MoLey 
Editor, Today. 


Frank R. Kent 
Writer, Baltimore Sun. 


Ocpen L. Mitts 
Former Secretary of Treasury. 


NorMAN THOMAS 
Socialist. 


Henry L. MENCKEN 
Author. 


Donatp R. RIcHBERG 
General Counsel, NRA. 


Jostan W. BatLey 
U. S. Senator from North 
Carolina. 


—MOonTAIGNE 
“Congress would do well to investigate itself.” 


* 


“Civilization is even now on the verge of destruction.” 


¥ 


“State lines are not the significant lines in American 
commerce.” 


* 


“I believe so deeply in progress that I do not want 
to progress too fast.” 


> 


“Tt is utterly impossible to keep up with the things 
that happen in Washington.” 


* 


“We shall never solve the paradox of want in the 
midst of plenty simply by doing away with the plenty.” 


* 


“You can’t have a nation half socialistic and half 
individualistic any more than you can have it half slave 
and half free.” 

* 


“My private opinion is that the time of the big smash- 
up is going to be next year, when the tax bills come 
in and the people discover they have to be paid.” 


* 


“There is just as much need for a code of fair com- 
petition to cover the field of public utility enterprise, 
as to cover any other field of private enterprise.” 


* 


“In the French revolution they committed their crimes 
in the name of liberty. In the present revolution we 
seem to be disposed to commit them in the name of 


experiment.” 
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FEDERAL BUSINESS VENTURES 


At the Taxpayers’ Expense 


Does the past record of profits and losses of 

Uncle Sam in competition with private enterprise 

warrant faith in the success of further govern- 
mental business undertakings? 


By AARON HARDY ULM 


ow that the Federal govern- 
ment is off, for the first time, 
in pursuit of avowedly con- 


tinuing programs of competition with 
legitimate taxpaying interests, a 


glance at pertinent records of the 


past is apropos. For, as someone has 
said, “those who cannot remember the 
past are doomed to repeat it.” 

In this case the record of the past 
is a long and varied one and there is 
a rather large number of recorded 
failures and losses. 

The Federal government has en- 
gaged in activities of more or less 
business and industrial kinds since it 
was founded, and for most of those 
ventures there are fairly good data 
as to results. Some of the activities, 
such as the handling of public land, 
were unavoidable. Others, like the 
operation of the postal service, com- 
prised functions that for long have 
been almost wholly governmental 
throughout the world. Many were 
incidental to the performance of un- 
doubted governmental functions. 


Some were for the ostensible purpose 
of blazing trails for private endeavor. 


Bz through the tangled mesh of 
Federal government activity 
there ran until recently a thread of 
at least nominal allegiance to the 
doctrine that a supreme sovereignty 
should keep within the bounds of 
functions commonly agreed to be ones 
of government. 

When not related rather clearly to 
such functions, adventures in business 
by the Federal government in the past 
usually have been limited as to time 
or aimed at the meeting of transient 
public needs. Now, however, the 
government is setting up business es- 
tablishments, notably of the public 
utility kind, for indefinite operation 
with scarce if any relation to the 
traditional functions of sovereignty. 

What light do the records of past 
ventures of similar kind throw on the 
prospects, as business enterprises, of 
these new Federal excursions into the 
sphere of competitive effort? 
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Before attempting to answer the 
question, it may be well to call atten- 
tion to certain aspects of the historical 
perspective. In the light of recent 
tendencies, it is interesting to recall 
that for more than a hundred years 
the Federal government policy as to 
-what we now know broadly as public 
ownership was one of both desistance 
and withdrawal. The best evidence 
of this is in the way vast holdings of 
public land and accompanying natural 
resources were disposed of by the 
Federal establishment. 


ee lands were publicly ac- 
quired as the consequences of 
functions, such as widening the na- 
tional boundaries, purely governmen- 
tal. Yet the weight of public opinion 
always favored the transferring of 
those holdings as rapidly as practi- 
cable to private hands. It was be- 
lieved that the wand of individual 
initiative was essential to the trans- 
mitting of those rich stores of latent 
wealth into fluid resources. 

For more than a century the type 
of public opinion and pressure now 
labeled liberal and progressive was 
aggressively for Federal government 
withdrawal from its position as a 
huge owner of land which individuals 
might use. 

It probably was in part because of 
the public land problem that it was 
not until after the last great “land 
rushes,” in the 1890’s, that there was 
much public demand in any quarter 
for Federal government adventuring 
beyond the primary realm of govern- 
ing. 

It now seems almost humorous that 
down to the Civil War period the po- 
litical party which was in power most 


of the time stood out against even 
Federal appropriations for public im- 
provements. Foremost leaders of 
that party during two generations 
held that it was both improper and 
unconstitutional for Federal funds to 
be used in deepening rivers and har- 
bors for the benefit, supposedly, of 
commerce. Almost everything in the 
nature of public ownership and opera- 
tion of business and industrial enter- 
prises was, as a Federal government 
undertaking, utterly abhorrent to 
them,—and to the prevailing thought 
of the nation. 


HERE was a deep-seated reason 

for this attitude. The reason 
was based on the fear, long a mighty 
force in shaping public opinion, that 
the Federal government might be used 
to exploit and oppress sections and 
groups. Aside from enterprises like 
the postal service, there were no busi- 
nesses or industries—and there are 
few if any now—which the Federal 
government could operate, with a gen- 
eral and equal distribution of both 
benefits and burdens, throughout the 
country. 

In almost every case of Federal 
operation of a business or industry, 
some section, locality, or part of the 
population is bound to benefit greatly 
out of proportion to the country as a 
whole. 

When a city operates a public serv- 
ice enterprise, both the benefits and 
burdens are, or may be, distributed 
with fair equality. If rates charged 
for service by a municipal electric 
plant result in losses, the deficits must 
be made up by taxpayers who are 
beneficiaries of the low rates. Thus 
there is an incentive—though not al- 
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ways animate—for customers to in- 
sist that a municipal public ownership 
enterprise be conducted on sound 
business principles. 


Ww: the immediate public served 
by a similar Federal government 
enterprise, however, it is different. 
That public usually comprises only a 
small part of the body of taxpayers 
who must take care of any losses 
which may be incurred. In fact, the 
greater the waste on this special 
group and, on the whole, the more in- 
efficient the conduct of a Federal gov- 
ernment enterprise, the more enthu- 
siastically does the limited group 
benefited favor the service. 

Federal government business enter- 
prises are invariably most satisfactory 
to immediate beneficiaries when the 
operating accounts are most besplat- 
tered with red ink. 

So it was until recently at least that 
American public opinion has been 
more opposed to Federal than to state 
and municipal operation of business 
and industrial enterprises. Only since 
the early part of this century has the 
Federal establishment gone far in that 
direction. And, as noted before, most 
of the excursions were entered upon 
with reservations, as to time, purpose, 
and ultimate transference which kept 
them from meaning that Federal own- 
ership and operation of business and 
industrial enterprises had become a 


fixed and continuing national policy. 


uT, during the last thirty years, 
the Federal government has tend- 
ed more and more to venture into 
business. There has evolved a curi- 
ous kind of defense for the red-ink 
showings which have resulted. Curi- 
ously enough the basis of that defense 
is in the tradition that the proper 
function of the government is merely 
to govern. By its very nature govern- 
ing, like the preservation of order, the 
national defense, and the administer- 
ing of justice, cannot be productive of 
cash dividends. Because of this it is 
now quite often argued that also no 
other activity of government should 
be judged by the color of the ink in 
which its profit and loss figures are 
written. In almost every argumenta- 
tive defense of deficit-incurring Fed- 
eral business enterprises that kind of 
reasoning will be found. 
“Consider the savings to those 
served or the good that was done,” 
is the way it runs. 


. is an “alibi” always thrust for- 
ward as a final bit of argument 
that, despite huge and continuing defi- 
cits, the United States postal service 
is “one of the world’s most efficient 
big business enterprises.” During 
only a few years since it was estab- 
lished at the beginning of the govern- 
ment has the United States Post Office 


e 


There has evolved a curious kind 


“THE Federal government has tended more and more to 
venture into business. 


of defense for the red-ink showings which have resulted. 
Curiously enough the basis of that defense is in the tradt- 
tion that the proper function of the government is merely 
to govern.” 
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Department, by its own accounting, 
taken in more money than it paid out. 
Its accounting has never comprehend- 
ed the huge public investment in its 
facilities, and until recent years it did 
not include departmental overhead in 
Washington. 

On the basis of valid business ac- 
counting, the postal service to date 
has cost several billion dollars more 
than it has collected for services ren- 
dered. ; 

It is worth noting also that rela- 
tively the greatest losses of the postal 
service have been for operations, like 
that of the parcel post, which have 
been in direct competition with pri- 
vate enterprise. 

The postal activity, usually well 
paying—that of transmitting written 
and printed communications—is the 
one for which the postal service was 
established primarily and it is the only 
one which is in any way ratable as 
governmental. 


perme every rational inquiry 
into the subject results in the con- 
clusion that the Post Office Depart- 
ment’s competitive activities are, as a 
whole, hopeless of being put on a self- 


sustaining basis. After pointing out 
how higher charges for such services 
would deflect business to private 
agencies, the Postmaster General, in 
1931, said: 

The only practicable solution appears to 
be an increase in the rate on first-class 
mail, where the government has a monopoly 
and therefore would run no risk of driving 
business to competitors. 

And that solution was adopted. It 
is thus admitted that the postal service 
—probably the most efficiently op- 
erated of all large Federal govern- 
ment business enterprises—cannot 


compete, on a business basis, even 
with private agencies, like the express 
companies, which are greatly handi- 
capped by government operations. 
Whatever may be said as to the 
indirect public benefits from it, the 
postal service always has been held 
by the officials familiar with it to be 
an agency which should be self-sus- 
taining. But it never truly has; and 
if its capital base were comprehended 
in its accounting, as that of its com- 
petitors must be, it is doubtful if it 
could be made self-sustaining by any 
measures possible of adoption. 


pepe comparable to the post- 
al service is the Panama canal 
and its auxiliary operations. Because 
of its bearing on national defense and 
world as well as national trade, opera- 
tion of the canal is no doubt a proper 
function of the Federal government. 
Moreover, whatever indirect benefits 
are derived therefrom are distributed 
rather widely, though it has affected 
trade currents in ways by which the 
commerce of some sections of the 
country has been aided out of propor- 
tion to that of the country as a whole. 
Other sections have been actually 
penalized. The canal is remote from 
the country proper and the operation 
of it is almost free from interfering 
forces of kind which inevitably mud- 
die the management of Federal enter- 
prises in restricted fields. 

Panama canal accounting seems to 
be rational and on the whole sound. 
It comprehends the public investment, 
about $500,000,000, in the property ; 
and, as compared with the general run 
of those for other Federal enterprises, 
the showing is not a bad one. At the 
end of the last fiscal year, its deficits 
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Uncle Sam Appears to Be a Consistent Loser 


“T 


F all factors entering into private opera- 
tion—including taxes, return on in- 


vestment, and depreciation—are taken into 
account, it is doubtful if it can be shown 
by sound reckoning that any really competi- 
tive enterprise was ever operated in the 
black for long by the Federal government. 
But of course there is always the matter of 


benefits. 
private 


Such, however, flow from 
enterprises.” 





totaled $17,343,666. There is no 
charge against it for military expendi- 
tures on its account. 


I: companion enterprise, the Pan- 
ama Railroad Company, makes a 
somewhat better showing—on paper. 
During its thirty years of operation 


that Federal government corporation 
has paid—or rather turned back— 
into the United States Treasury 
about $8,500,000 as dividends. These 
apparent earnings have averaged 
about 4 per cent on the company’s 
assets, which are free from taxation. 
This company engages in a great va- 
riety of activities, some of which are 
self-sustaining and some are not. The 
bulk of the business it does is for the 
Panama canal, and the latter’s em- 
ployees. Private companies constant- 
- ly have offered to render many of the 
services at less cost. 

In the twilight zone between truly 
governmental and competitive activ- 
ity are the Federal government’s 
reclamation operations, which began 
early in this century. The total of 
debits against those operations was 
$364,298,575 on June 30, 1933, and 


about $225,000,000 of this was for 
expenditures of public funds on con- 
struction projects. Those projects 
were expected to be self-sustaining 
and self-liquidating. On the opera- 
tion and maintenance of those in full 
activity there had been spent on June 
30, 1933, a total of $36,379,100, and 
cash collections from operations to- 
taled about $30,000,000. 

Figures for recent years yield little 
hope that the projects as a whole will 
ever be self-sustaining; yet new rec- 
lamation programs portend the in- 
vestment of hundreds of millions of 
dollars more of public funds in such 
Federal enterprises. 


HE Federal government’s excur- 

sion into reclamation was squared 
with the old tradition that a sover- 
eignty should avoid competitive ac- 
tivity by the theory that such was 
the only way of transforming other- 
wise useless public land into media 
for the exercise of private initiative. 
Farmers were to be the principal 
beneficiaries, but fewer than 200,000 
of the 6,000,000 farmers in the coun- 
try have had fingers in the reclama- 
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tion pie. It is now held by most 
students of the farm problem that 
the advantages thus provided a few 
penalize the many. 

Just twenty years ago Congress was 
told that all that was needed to turn 
the territory of Alaska into a highly 
_ populous land. of rich farming as well 
as mining was a railroad from the 
coast into the interior. So $35,- 
000,000 of public funds, of which 
Alaska and Alaskans supplied almost 
none, were appropriated for the pur- 
pose. The building of the railroad 
was completed ten years ago—at a 
cost of about $60,000,000. The total 
of losses on the operation of it to 
date is about $12,000,000. The 
stimulus to development of the terri- 
tory has been nil. Present indications 
are that the road will be abandoned. 
Its use now is not much more than 
fragmentary. 


ig was during the World War that 
Federal government participation 
in business activity flowered as never 


before. But most of the resulting en- 
terprises were set going as ostensibly 
temporary affairs to meet emergency 
needs. 

One that cannot quite be so classi- 
fied is that from which came the In- 
land Waterways Corporation, which 
was set up in 1924 to take over and 
operate the barge-carrying business 
—since greatly extended—which had 
been established as an experiment by 
the war-time Railroad Administra- 
tion. This enterprise was squared 
with the old tradition of government 
by the theory that a test should be 
made of whether the spending of hun- 
dreds of millions of public funds on 
waterways was worth while. 


The War Department operators of 
it claim that from June 1, 1924, to 
December 31, 1932, the corporation 
earned a net profit of $639,906. But 
the accounting allowed nothing for 
investment, amounting, at the time of 
the last annual report, to $24,831,750. 
And, barring payments to the state 
of Alabama on account of a small 
part of its holdings, the corporation 
has paid no taxes, or made no allow- 
ance for the equivalent of taxes in 
its accounting. 

But it claims, that it saved shippers 
a lot of money on business taken from 
private agencies. 


ge law states that the enterprise 
shall be sold when, and if, it 
ever reaches a point whereby it may 
be operated profitably by private own- 
ers. But the force of self-interest as 
activated by the beneficiaries of such 
a public enterprise inevitably tends to 
keep it from ever reaching such point. 
For the more it loses the more ship- 
pers and communities benefiting from 
it gain, and those losses have to be 
made up in part by tax-paying inter- 
ests from which the business it does 
is taken. 

Likewise, an air of perpetuity has 
surrounded another operation which 
was begun in war time and which, of 
all Federal government business en- 
terprises—and perhaps of all business 
enterprises of any kind—has been the 
most gigantic loser of money. 

This is the vast and complicated 
adventure in the building and operat- 
ing of ships under United States 
Shipping Board direction. It began 
in the latter part of 1917 and some 
portions are likely to continue many 
years longer, although it was initiated 
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q 


“On the basis of valid business accounting, the postal 
service to date has cost several billion dollars more than 
it has collected for services rendered. It is worth noting 


also that relatively the greatest losses of the postal service 
have been for operations, like that of the parcel post, which 
have been in direct competition with private enterprise.” 


and has been perpetuated as a tem- 
porary and emergency affair. 

Gross Federal appropriations on its 
account to June 30, 1933, totaled 
$3,747 ,991,792, of which $96,837,784 
had been returned to the Treasury. 
The net worth of all of its hold- 
ings, as given in the last annual re- 
port of the Shipping Board, was, on 
June 30, 1933, $234,198,196, and of 
this $147,373,066 consisted of funds 
loaned or subject to lending and for 
Dieselization of vessels. 

_—— loss of public funds by the 

enterprise to date is in the neigh- 
borhood of $3,500,000,000, or suffi- 
cient to have purchased several times 
over all of the ocean-going vessels 
afloat in the world during the last ten 
years! Public money consigned to 
Davy Jones’ locker via Federal gov- 
ernment merchant marine operations, 
in competition with private interests, 
would have more than paid all of the 
ocean-carrying bills of the nation 
during the last dozen years. 

Some of the shipping expenditures 
are properly accreditable to the war, 
but it is a fact that the greater part 
of them were made after, and had no 
relation whatever to winning, the war. 

On some of its war-time excursions 
into business the Federal government 
came out with good balance sheets. 
The Grain Corporation turned back 
into the United States Treasury a 


e 


considerable amount of paper profits, 
made chiefly on sales to Europe via 
credits still involved with the so-called 
war debts. The War Finance Cor- 
poration made some money on its 
war-time operations and split at least 
even on its post-war activities in be- 
half of agriculture. But both of 
those enterprises were brought to an 
end as soon as the emergency needs 
for which they had been set going 
were past, and the management of 
each was entrusted to capable business 
men who knew what they were doing 
—and were allowed to do it. 
| gore the most carefully de- 

veloped of all large Federal enter- 
prises of business kind was that rep- 
resented by the land banks. Those 
institutions were set up and long were 
operated under government auspices 
rather than by the government— 
though they are now virtually out- 
right Federal agencies. Every feas- 
ible precaution was taken to see that 
they would be operated efficiently and 
safely. The story is too intricate for 
recital here in detail, but the moral of 
it is that the mere imprimatur of 
government was productive of weak- 
nesses and laxities which in the end 
would have caused the land bank 
system to fail even though there had 
been no severe agricultural or general 
depression. 

When the Shannon committee was 
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looking into Federal business enter- 
prises it found that “the government 
farm loan system as far back as June 
30, 1931, owned $112,000,000 
worth of farms’ acquired because of 
defaulted mortgages, and investors in 
land bank bonds were in to lose, on 
.the basis of market quotations at that 
time, over $500,000,000. Even when 
the handling of it is guided by Uncle 
Sam, “other people’s money” is not 
always safe. 


6 be weaknesses and laxities which 
effulged slowly in the land bank 
system became quickly dominant in 
the Federal Farm Board affair, which, 
in point of time, achieved losses that 
are almost without comparison. It 
operated only about three years be- 
fore being absorbed by the Farm 
Credit Administration. In its last 
annual report, the board stated that 
its wheat holdings were then worth 
about $51,000,000, “or approximately 
$154,000,000 less than the net sum 
invested” therein, and that cotton op- 
erations involved a loss, as of the time 
of the report, nearly as large. And 
the report contained other large red- 
ink figures also. 

Other showings as to operations in 
the past of business enterprises by 
the Federal government, or branches 
thereof, might be set forth. But the 
foregoing cover outstanding large op- 
erations of the kind, and ones that 
are fairly typical. 

If adjudgment be on past records, 
it may be put down as certain that 
the odds are overwhelming against 
any Federal ownership and operation 


’ 


of a business nature being self-sus- 
taining, or, as a purely business ven- 
ture, successful. Such enterprises 
have cost the nation’s taxpayers not 
millions but, rather, billions of dollars. 


I’ all factors entering into private 
operations—including taxes, re- 
turns on investment, and depreciation 
—are taken into account, it is doubt- 
ful if it can be shown by sound reck- 
oning that any really competitive 
enterprise was ever operated in the 
black for long by the Federal govern- 
ment. But of course there is always 
the matter of benefits and results not 
reflected by balance sheets. Such, 
however, flow from private as well as 
public enterprises, and cannot be put 
forth exclusively on behalf of the 
public kind. And there is always the 
possibility that Federal government 
enterprises will be put somehow on 
bases of fair competition and earn- 
ings. But the record of the past 
indicates that it is at best a possibility 
only—and a rather slight one. 

A private establishment can run in 
the red only to the extent of its re- 
sources, including credit. A Federal 
establishment may run in the red to 
the extent of all the resources of the 
nation. 


The policy motivating these extraordinary 
activities under the prevailing interpretation 
of governmental functions seems to have 
been: 

“Once a bureau always a bureau.” 

So says the Shannon committee, of 
the United States House of Repre- 
sentatives, in the report on its in- 
vestigation of Federal government 
business enterprises not long ago. 





lina’s new policy of state distribution of rural electric power, see 


¢ For a discussion by Professor Thomas Fauntleroy Ball of South Caro- 


Pusiic Utmiries FortnicnHtty—out June 21st. 
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What Others Think 





Is There Still Sentiment for Home Rule 
Regulation? 


Se Bible tells us that while Joseph 
and the other Israelites were so- 
journing among the Egyptians, hard 
times developed. There was famine and 
other economic disturbances which we 
would today probably call a “depres- 
sion.” Thanks to Joseph’s astute ad- 
vice and management, the Egyptians 
pulled out of the hole and the reigning 
Pharaoh was, from all accounts, quite 
grateful. But, the Good Book goes on 
to tell us, “there arose a new genera- 
tion who knew not Joseph.” In other 
words a new school of Egyptian poli- 
ticians developed who didn’t think 
much of Joseph’s advice nor of his peo- 
ple. Forgotten were his able deeds and, 
as a result, both the Israelites and their 
Egyptian hosts fell upon evil days; but 
that is another story. 

Certain modern trends in political 
thought on the subject of utility regu- 
lation bear a suspicious resemblance to 
the attitude of that generation of 
Egyptians who “knew not Joseph.” 
Joseph in this case is state commission 
regulation. Back around the turn of 
the twentieth century, the predominant 
form of utility regulation was in the 
hands of the municipalities. “Home 
rule” regulation, as it was attractively 
called, had succeeded an era of “regu- 
lation by competition” (7. e., allowing 
rival utilities to fight it out for the busi- 
ness of the same territory), which had 
proven altogether unsatisfactory. But 
local control of utilities was soon found 
not to be much of an improvement. 
Then in 1907, as a result of regulatory 
reforms zealously pursued in New York 
by Chief Justice Charles E. Hughes, 
then governor of that state, and in Wis- 
consin by the late Senator LaFollette, 
senior, a wave of state commissions 


swept over the country until by 1915 
only one state, Delaware, lacked some 
sort of state regulatory commission. 
Judge Owen of the Wisconsin Supreme 
Court, in a decision (Superior Water, 
Light & P. Co. v. Superior [1921] 174 
Wis. 257, 181 N. W. 113) handed down 
some years ago, gives us an interesting 
but brief description of this era of reg- 
ulatory transition: 


The relations existing between the re- 
spective municipality and their public util- 
ities were most unsatisfactory. The impo- 
tency of the municipalities to deal with 
them so as to secure adequate and satis- 
factory service for reasonable charges was 
abundantly demonstrated. The officers of 
the municipalities lacked the training in 
the technique of the public utility business 
which was essential either to protect the 
interests of the citizens or deal justly with 
the public utility company. Whether the 
relations between the municipality and the 
utility company were that of open war or 
supine acquiescence on the part of the city 
to the demands of the company mattered 
little to the consumer. Unreasonable de- 
mands made by the city as a result of a 
lack of information concerning the public 
utility business were as fruitless of just 
results as meek submission to the ultima- 
tums of the utility. The situation resulted 
neither in justice to the consumer nor stable 
business conditions to the utility. So it 
was determined to take from the munic- 
ipalities, which were not equipped to fix 
standards of service which might reason- 
ably be demanded under the circumstances 
and determine reasonable rates therefor, the 
regulation and control of public utilities, 
and vest that power with the railroad com- 
mission, which body, through its staff of 
experts, could acquire the information nec- 
essary to fix and enforce appropriate stand- 
ards of service and just and reasonable 
rates which should adequately compensate 
the utility for the service rendered. The 
legislation has been welcomed by the pub- 
lic and the public utility companies alike. 


This, undoubtedly, was the common 
viewpoint which existed at that time. 
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oT all of the state commissions es- 

tablished during the era from 
1907 to 1915 had full regulatory pow- 
ers. Some of them, mostly among 
southern and southwestern states were 
little more than what the name of “rail- 
road commission” would imply. For 
example, as late as June, 1933, eight 
state commissions had no authority over 
‘electric utility rates. Seven had no au- 
thority over gas rates, and three had no 
authority over any rates whatever of 
utilities operating within certain munic- 
ipal limits. Little by little the exper- 
ience and example of other states have 
been whittling down this list. Slowly 
the state legislatures have been increas- 
ing the powers of the state commissions. 
The most recent convert to full regula- 
tion was Kentucky, where a full pow- 
ered commission was set up after years 
of agitation. Offhand this would seem 
to indicate that the tide of sentiment 
was still running towards state regula- 
tion. But agitation which developed 
during the passage of the new Ken- 
tucky regulatory act emphasized a clear- 
ly discernible reactionary trend. 

Most of the opposition came from 
municipalities operating their own 
plants. Under the new law such plants 
will be under the regulatory authority 
of the new commission. Typical of the 
vigorous opposition aroused is the fol- 
lowing passage from the editorial col- 
umns of a newspaper of strong tradi- 
tional influence in the Blue Grass state 
—The Louisville Courier Journal: 


These properties and municipal plants 
must be put under control of a political 
board over at Frankfort. Cities are de- 
prived of local self-government in their own 
local business affairs; their municipal 
plants are to be at the mercy of a state 
commission whose sympathies can be fore- 
told. Every means that can bring in pa- 
tronage and campaign funds is being cen- 
tered at Frankfort. . . . 

_Since this concerns the cities and the 
cities have denounced this bill, demanded 
the right to run their own affairs, the gov- 
ernor takes a great deal upon himself to 
assume a judicial pose and say those who 
lobbied this bill through the legislature 
know better what is good for the cities 
than the cities and their administrations and 
their people. 
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oe were suggestions several 
years ago when the idea of a full 
strength commission was being debated 
in Kentucky, that private utilities were 
opposed to the legislation on grounds 
that it would subject them to restrictive 
regulation. Because the new commis- 
sion will regulate publicly owned plants 
as well, it appears that municipal plants 
likewise resent restrictive regulation. 
Like many other controversies, it de- 
pends perhaps on whose ox is gored. 
Here is a passage from the Public Own- 
ership magazine reflecting such an at- 
titude : 

A red hot fight is being made in the gen- 
eral assembly of Kentucky, by the taxpay- 
ers’ league, against a utility bill that would 
establish a state utility commission, that 
would take away the rights of cities and 
place the same in the hands of a committee 
of three commissioners, selected by the gov- 
ernor and whose salaries are to be paid by 
the privately owned utility companies of 
the state. 


The editorial implication is that be- 
cause Kentucky utilities are to be as- 
sessed with the cost of commission reg- 
ulation, the commission may be biased. 
Similar provisions for defraying the 
cost of regulation are now made in 
many other states, notably Wisconsin 
and New York, without any appreci- 
able evidence that commissions in those 
states are too favorably disposed to- 
wards private utilities. Perhaps, if the 
matter depended upon a choice of the 
parties, the private utilities would glad- 
ly let the municipal plants defray all the 
costs of the new Kentucky commission. 


|b per in Florida the movement for 
a full-powered state commission 
is still held up by advocates of home 
rule regulation. A vigorous argument 
against a state board is given by the 
Florida Municipal Record: 


Since the members of a state board would 
undoubtedly be selected without regard to 
special technical or professional qualifica- 
tions, there is no reason to believe that the 
members of such a body would possess su- 
perior ability. As to moral integrity, there 
is no reason to suppose that a state utility 
commissioner would be any more honest 
than a city commissioner, and certainly his 
devotion to the public welfare should not 
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be any greater than that of the municipal 
officer, for there is no reason to suppose 
that anyone would seek membership on the 
commission except for the direct monetary 
reward or else as a mere stepping stone to 
some higher political office, whereas the 
great majority of city councilmen and com- 
missioners serve without pay or merely 
nominal pay and frequently are “drafted 
for office.” This brings us to consideration 
of “responsiveness to the public will,” and 
inasmuch as both state officers and city 
officers are elected by majority votes, it 
may be assumed that the two are theoreti- 
cally equal in responsiveness to the public 
will. However, it is almost impossible for 


ity regulation, it is time Florida is begin- 
ning to ascertain them and move in that 
direction. The next legislature will be re- 
miss in its obligations if it fails to broaden 
the scope of utility supervision in this state 
to include power and light companies as 
well as the lines of transportation and com- 
munication. It can render splendid service 
to consumers and place the utilities on a 
sound basis—that of a fair return and no 
more, which is necessary if private owner- 
ship of public utilities is to survive—by 
seeking to make this regulatory body an 
expert, nonpolitical commission. 


The movement for full-power com- 


any state officer to remain close to the peo- mission regulation in Texas continues 
ple; his perspective changes, and upon be- to remain ineffective as evidenced by 
coming more familiar with problems dis- 

: the recent enactment of a law giving 


cussed in his campaign speeches he is bound 


to change his opinion on a good many ques- home rule regulatory powers to smaller 
tions. cities. The Austin American gives us 


HE Record goes on to state that a 2” interesting description of the atmos- 
] . phere surrounding the discussion of this 


state commission, confronted with 
the necessity of “doing something” to 
justify its position would be tempted to 
engage in futile and expensive surveys 
and litigation. It concludes: 


Since operation of a light and power 
plant is held to be a proper municipal func- 
tion, do we not have grounds here for in- 
ferring that city governments are respon- 
sible for furnishing their citizens with light 
and power service, and that cities not hav- 
ing their own plants are obligated to se- 
cure these utility services for their people 
at the best prices possible? Certainly, if 
this responsibility exists, there is no justi- 
fication for setting up a barrier between 
the city governments and the utility com- 
panies, with the result that a city desiring 
rate adjustments could not deal directly 
with the companies or arbitrate but must 
employ counsel to go before the state board. 


F course, there is a healthy senti- 

ment for full-powered commis- 
sion regulation still fermenting in Flor- 
ida. The Tampa Tribune states: 


measure: 


A very important bill ran the gauntlet of 
its opponents and strenuous opposition in 
the final show-down of the special session 
of the Texas lawmakers. It was the adop- 
tion of a conference report on a bill to 
empower incorporated cities and towns to 
fix public utilities rates. It was adopted 
by both houses by a majority sufficient to 
put it into immediate effect if it receives 
the approval of Governor Miriam A. Fer- 
guson. An amendment adopted by the sen- 
ate limiting the authority for the prescrib- 
ing of maximum rates only was stricken 
from the bill by the conference committee. 
Regardless of praise or criticism the spec- 
ial session was a history-making body. It 
drew to the Capital City for a period of 
thirty days representatives of many indus- 
tries “for or against pending measures” and 
the lobbies of the hotels and the corridors 
of the capitol building were well lined with 
visitors from major and minor Texas cities 
from the beginning of the session to its 
finish “long after the hour of midnight.” 


cross the border, the state of Ar- 
kansas had a recent example of 


The people of Florida should be given the ineffectiveness of municipal regula- 
the right and the opportunity to ask for tion. By an initiative ordinance a heavy 


and obtain relief or adjustment on any 
public utility rate or service without hav- 


majority of the votes of El Dorado, 


ing to wait and abide by community ac- Ark., voted to cut their own telephone 
Gon. bills 50 per cent. Federal Judge Ragon 
Again, the powerful Miami Daily immediately granted a temporary re- 
News has entered the lists as a crusader straining order, stating in open court, 
for full commission regulation. It re- “Fixing rates by political campaign is 
cently stated editorially: just not good horse sense.” Similar 


Whatever steps are needed to obtain a 


sentiment was echoed by the Arkansas 


non-partisan, expert board for public util- Gazette: 
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Regulating utility rates by popular vote 
simply isn’t feasible. It is reasonable that 
rates in comparable cities should be more 
or less uniform. Where would uniformity 
go if every town in Arkansas—to say noth- 
ing of every town in the United States— 
could set telephone and other rates by vote 
of its people? Many communities would 
plunge in to cut rates arbitrarily and the 
result would be utter confusion. 

Union county was the first in Arkansas 
to succeed in fixing the salaries of its offi- 
cials by a local initiated act. But an act 
fixing utility rates is complicated by the 
question of property rights. The courts 
require a city complaining of rates to pro- 
duce convincing proof that they are unduly 
high. 


b ge notwithstanding these exper- 
iences we find sporadic sentiment 
even here in the East, where state com- 
mission regulation had long been en- 
trenched, for a return to the old ways 
of municipal regulatory control. Mayor 
LaGuardia of New York city, it is ru- 
mored, would like to see the state au- 
thority over local transportation abol- 
ished. He is said to feel that a city as 
big as New York can run its own reg- 
ulatory affairs better than a state board 
beholden to an administration at Al- 
bany. Likewise, state Representative 
Dorgan of Dorchester, Massachusetts, 
filed a bill in the legislature of that state 
last January to abolish the Massachu- 
setts Department of Public Works and 


throw regulation back either into the 
legislature or ultimately, to return it to 
municipalities. 

Of course, there is no immediate 
prospect that these suggestions will be 
seriously considered either in New 
York or Massachusetts. It would prob- 
ably be fairer to say that state commis- 
sion regulation will hold its own and 
that there is fair prospect that it will 
even make further gains in the “home 
rule” states within the next few years. 
However, there is enough evidence of 
reactionary sentiment to merit recog- 
nition as a “slight trend.” There is ap- 
parently a new generation of political 
leaders arisen among us that knows not 


Joseph. 
—F. X. W. 


Rape oF THE Cities. Editorial. 
Journal. March 27, 1934. 


Kentucky Commission. Public Ownership 
of Public Utilities. April, 1934. 


Courter 


Crtres AND Urttitry Recuration. Florida 


Municipal Record. March, 1934. 
Urmrry Recuration. Editorial. Miams 
Daily News. February 23, 1934. 
State Controt oF Pusrtic Urtiities. Edi- 

torial. March 1, 1934. 


Nor A FEeasrste Way To Frx Utiity Rates. 
Editorial. April 5, 1934. 





Congress Assigns Electric Rate Survey to the 
Federal Power Commission 


| ies million dollars a year, it is 
claimed, is to be saved the ultimate 
consumers of electric energy in this 
country as a result of the passage of one 
of the most important measures that 
has come before the Seventy-third Con- 
gress. 

Such, is the opinion of the sponsors 
of the legislation authorizing necessary 
funds be made available by the Presi- 
dent to the Federal Power Commission 
for a nation-wide electric rate survey. 

Before reviewing other opinions on 
the value of this nation-wide inquiry, it 


might be well to give the wording of the 
joint resolution: (S. J. Res. 74) as 
passed by the House of Representatives, 
April 4, 1934, following its approval by 
the Senate. As printed in the Congres- 
sional Record of that date, and signed 
by the President ten days later, the res- 
olution is as follows: 

Whereas accurate and comprehensive in- 
formation regarding the rates charged for 
electrical energy and its service to residen- 
tial, rural, commercial, and industrial con- 
sumers throughout the United States is re- 
quired by the Congress and other govern- 
mental agencies; and 
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Whereas no compilation of such rates 
and charges has been made by any official 
body: Therefore be it 

Resolved, etc., That the Federal Power 
Commission be, and it is hereby, authorized 
and directed to investigate and compile the 
rates charged for electric energy and its 
service to residential, rural, commercial, and 
industrial consumers throughout the United 
States by private and municipal corpora- 
tions and to report such rates, together with 
an analysis thereof, to the Congress at the 
earliest practicable date. 

Section 2. That for the purposes of 
this investigation the Federal Power Com- 
mission is authorized and directed to utilize, 
as far as may be practicable, information 
relating to electric rates and rate schedules 
filed with the public service commissions 
of the several states and shall have power 
to require, by general or special orders, cor- 
porations engaged in the sale of electricity 
to file with the commission, in such form 
as the commission may prescribe, schedules 
of rates charged to all classes of consum- 
ers and to submit to the commission re- 
ports, or answers in writing to specific 
questions, furnishing such information as 
the commission may require relative to the 
sale of electrical energy and its service to 
consumers. Such reports and answers shall 
be made under oath, or otherwise, as the 
commission may prescribe, and shall be filed 
with the commission within such reason- 
able period as the commission may pre- 
scribe, unless additional time be granted in 
any case by the commission. The commis- 
sion, or its duly authorized agent, or agents, 
shall at all reasonable times have access 
to, for the purpose of examination, and 
the right to copy any documentary evi- 
dence relative to the sale of electrical 
energy or its service to consumers by any 
corporation engaged in the sale of elec- 
tricity. 

Section 3. That the President of the 
United States is hereby authorized to make 
available from the funds which have been 
or may be appropriated for expenditure 
subject to his discretion the amount which, 
in his judgment, is necessary for the pur- 
poses of this investigation and preparation 
of a report. 


bbe following excerpt from the dis- 
cussion of the resolution in the 


House, as also printed in the Congres- 
sional Record, may throw some light on 
the purpose of the investigation and 
how it may be conducted by the Fed- 
eral Power Commission : 


Mr. BaKewett. My question is whether 
this commission in the case of a publicly 
owned utility will, in seeking to ascertain 
the actual charge, seek also to determine 
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what, if any, allowance has been made for 
interest on the investment, and for taxes, 
which would have had to be paid were it 
a private corporation? In other words, is 
the set-up going to be such that there will 
be any real comparative standard? That 
makes a great difference in the value of 
any report that may be made as a result 
of the investigation. 

Mr. RankKIN. I may say to the gentleman 
from Connecticut that the Federal Power 
Commission could not afford to go into an 
examination of all the elements of cost and, 
as the gentleman from Pennsylvania said, 
all the stock issues, all the holding compa- 
nies, and all the subsidiaries. What is 
sought to be accomplished by this resolu- 
tion is a compilation, what might be called 
a census, of the power rates now charged; 
and it is our hope that this can be done at 
little expense and that the information may 
be brought down to date from time to time 
and kept on file so that all the American 

— may have access to it. 

Martin of Massachusetts. Mr. 
Speaker, will the gentleman yield? 

Mr. Rankin. I yield. 

Mr. Martin of Massachusetts. Does 
the gentleman know how many states al- 
—_— have this information readily avail- 

e! 

Mr. Rankin. I think all but seven or 
eight have such information, or are in po- 
sition to obtain it. 

Mr. Martin of Massachusetts. Then the 
cost of compiling this information should 
not reach a great figure? 

Mr. RANKIN. My honest opinion is that 
this information can be furnished largely 
through the mails, and that it can be se- 
cured at a very small cost. 

Mr. Martin of Massachusetts. And has 
the Department the personnel available to 
collect this information? 

Mr. Rankin. I think so. 

Mr. Mapes. Mr. Speaker, will the gen- 
tleman yield? 

Mr. Rankin. I yield. 

Mr. Mapes. As I recall the resolution 
when it was before the committee it pro- 
vides that the Federal Trade Commission 
shall not only make a compilation of the 
rates charged for electric energy through- 
out the country, but it is also required to 
make an analysis of the different rates. 

Mr. Rankin. That means this, I will say 
to the gentleman from Michigan, that the 
different systems of charges, for instance, 
such as the “block system,” the, “Wright 
demand system,” the “step system,” and oth- 
ers, will be expressed in the terms of some 
common, simplified form so that a man of 
ordinary intelligence can look at it and tell 
just exactly what that energy costs the ul- 
timate consumer. 

Mr. Mares. That is what I had in mind. 

Mr. BaxeweEt. I fear the gentleman has 
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The Nashville (Tenn.) Banner 
TURN ON 


not yet answered my question. I would 
like to know how these statistics are to be 
made of any value when it is not known 
what the true cost is, by reason of concealed 
factors. For instance, the publicly owned 
utilities pay no taxes, pay no interest on the 
investment, and make no provision for de- 
preciation. 

Mr. RANKIN. Let me say to the gentle- 
man from Connecticut that I am surprised 
that an educator should ask how these sta- 
tistics are to be made of any value. 


THE LIGHT 
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Mr. BAKEWELL. Unless you get the full 
facts. 

{Here the gavel fell.] 

Mr. Rankin. Mr. Speaker, I yield my- 
self five additional minutes. 

You take a census of other things; you 
take a census of manufacturers, a census 
of agriculture. 

Mr. BAKEWELL. They are all working 
under the same conditions. 

Mr. Rankin. In investigations such as 
those to which the gentleman refers the in- 
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vestigator asks none of the manufacturers 
of a given article what it costs to produce 
the article. We do not ask farmers what 
it costs to produce the articles they grow in 
taking an agricultural census. This is a 
compilation of statistics showing rates that 
are charged to the ultimate consumers of 
electricity throughout the country. 

Mr. BAKEWELL. That is perfectly true, 
but it is of no value to us if important fac- 
tors are left out of consideration entirely. 
It would be analogous to a comparison of 
the cost of furniture manufactured by a 
private concern with the cost of furniture 
manufactured at the proposed government 
plant at Reedsville, W. Va.; the two fac- 
tories are not working under the same con- 
ditions at all; and the comparative figure 
means nothing. 

Mr. RANKIN. Let me suggest to the 
gentleman from Connecticut that he is not 
in agreement with the private producers of 
electric power, because they publish a large 
book to give their people information as to 
what rates they are charging; but they say 
not a single word as to costs. 

Mr. BAKEWELL. That has nothing to do 
with it, because they are all working on a 
private basis. 

Mr. RANKIN. But private bases differ. 

Mr. BAKEwett. They are working on 
bases different from those of publicly owned 
utilities. 

Mr. RANKIN. They have some publicly 
owned plants recorded in this book. 

Mr. Sapowskt. Mr. Speaker, will the 
gentleman yield? 

Mr. Rankin. I yield. 

Mr. Sapowskt. In my opinion the in- 
formation to be developed as a result of 
this investigation will be of value to every 
Member of the House. 

Mr. BAKEWELL. Oh, 
esting. 


ONCURRENCE with the opinion of 
the gentleman from Michigan 
(Mr. Sadowski) and the gentleman 
from Connecticut (Mr. Bakewell) is to 
be found in current editorial comment. 


it would be inter- 


Typical of this concensus is an editorial . 


in the Nashville Banner. The steps 
taken by Congress to investigate the 
electric utility industry from the view- 
point of the scale of its charges, the 
Banner says, “is manifestly of great im- 
portance to the people of the country. 
The full record should be developed and 
presented in accurate, comprehensive 
form. Every fact bearing upon the sit- 
uation should be ascertained.” 
Naturally, a number of questions 
arise in regard to the rate survey. 


Probably foremost, in the minds of the 
taxpayer, is: What will be its benefits 
and how much will it cost? 

Representative Rankin, one of the 
sponsors of the resolution, says the 
Washington Evening Star, predicts that 
the investigation “will result in a re. 
duction in the cost of light and power 
to the ultimate consumers of this coun- 
try of not less than $50,000,000 a year, 
‘to begin with.’” This saving, points 
out The Wall Street Journal, “would 
represent, on the present consumption 
of electric current, a reduction of all 
consumers’ bills by an average of a lit- 
tle less than 3 per cent.” The Journal 
further analyzes this reduction as fol- 
lows: 


But the effort of the utility regulators 
has been and will be to favor domestic and 
small commercial consumers, who number 
about 23,700,000. For these a reduction of 
$50,000,000, if they got all of it, would 
mean 4.3 per cent less to pay. the aver- 
age domestic consumers’ yearly bill this 
would save not quite $1.50 annually. Or, 
if small commercial consumers were ex- 
cluded and all of the $50,000,000 which Rep- 
resentative Rankin confidently expects to 
flow from the scientific factual study were 
given to domestic users alone, they would 
be relieved of almost 7.5 per cent of the 
burden and have $2.47 more every year to 
spend for luxuries. 


S° much for the savings that may be 
effected by the survey. How about 
its cost to the taxpayer? No amount is 
specified in the resolution which, it will 
be recalled, provides : 


That the President of the United States 
is hereby authorized to make available 
from the funds which have been or may be 
appropriated for expenditure subject to his 
discretion, the amount which, in his judg- 
ment, is necessary for the purposes of this 
investigation and preparation of a report. 


However, the “honest opinion” of 
sponsors of the resolution is that this 
information can be furnished largely 
through the mail and secured at a very 
small cost. The following excerpt from 
the Congressional Record is enlighten- 
ing: 

Mr. Martin of Massachusetts. Has the 


gentleman any knowledge of what the cost 
of this resolution would be? 
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Mr. RANKIN. No; the Census Bureau 
estimated that if they had to go out in the 
field and collect the information as they 
do the census, it would cost something un- 
der $300,000, but the Federal Power Com- 
mission will have access to the channels 
to which the gentleman from Massachu- 
setts refers [state public utilities commis- 
sions] and, therefore, in my opinion, it 
will not cost anything like that amount but 
a great deal less; for the reason that where 
that information can be gathered in the 
way the gentleman indicates, it will be fur- 
nished to the Federal Power Commission 
by the utilities commissions of the various 
states where it is available. 


| ie view of the inquiry being spon- 
sored by Senator Norris and Rep- 
resentative Rankin, another question to 
be considered is: What should be the 
attitude of the private utilities toward 
the investigation? There seems to be 
only one answer. Probably the Dallas 
Morning News expresses it most clear- 
ly when it says that “the private utili- 
ties should cooperate and insist on a full 
and proper investigation. They have 


nothing to lose and everything to win 
by unhesitatingly accepting the chal- 
lenge.” 

Evidently the private companies are 


following this course. At least, Basil 
Manly of the Federal Power Commis- 
sion recently was quoted as announcing 
that : 


Representatives of both the public and 
private agencies unanimously pledged to the 
commission the fullest measure of codpera- 
tion in the compilation of the desired in- 
formation. 


Commissioner Manly’s statement fol- 
lowed a fortnight’s series of confer- 
ences with Federal, state, and municipal 
agencies and representatives of private 
companies. Concerning these meetings, 
Mr. Manly said: 


These conferences explored every phase 
of the power survey and the rate investi- 
gation and considered in great detail the 
form in which the municipal plants and 
private companies would best be able to 
furnish the statistics and other information 
necessary to present a complete picture of 

existing conditions in the industry and 
its probable future development. 

General agreement was expressed by the 


representatives of both the public and pri- 
vate agencies upon the following points : 

That a survey of the nation’s power re- 
quirements and resources and a compila- 
tion of the rates charged for electric light 
and power by municipal and private plants 
is timely and should be of interest not only 
to all classes of consumers but helpful also 
to the executives of public and private 
plants in the future economic development 
of the nation’s power resources. 

That the books, records, and special 
studies of both public and private compa- 
nies should be open to inspection by the 
agents of the commission and that full co- 
6peration should be accorded in the com- 
pilation of the detailed statistics required. 


a p= rate investigation, its sponsors 
say, is limited to “a compilation of 
statistics showing rates that are charged 
to the ultimate consumers of electricity 
throughout the country.” Congressman 
Bakewell of Connecticut wonders how 
a fair comparison of rates can be made 
unless the companies whose rates are 
being compared are operating under 
similar conditions, or unless such dif- 
ferences as may exist are taken into ac- 
count. 

Be that as it may, it will be recalled 
that the resolution provides for an 
analysis of the compiled rates. This, 
according to Representative Rankin, 
means “that the different systems of 
charges such as the ‘block,’ “Wright de- 
mand,’ etc., will be expressed in the 
terms of some common simplified form 
so that a man of ordinary intelligence 
can look at it and tell just exactly what 
that energy costs the ultimate consum- 
er.” 

This in itself certainly would be no 
small achievement. It should show 
whether rates charged by one company 
are higher or lower than those of an- 
other, or whether the rates in the sched- 
ules of a private company are higher 
or lower than those of a municipal util- 
ity ; but in the absence of other evidence 
this information would be of no value 
in determining the reasonableness of the 


rates. 
—E. S. B. 


Congressional Record. April 4, 1934. 
Editorial. The Wall Street Journal. 
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A Saturation Point for Utility Service 


pvocaTEs of lower utility rates 

have frequently maintained that 
rate reductions carry with them such 
increasing volume of consumption that 
the loss of revenue per unit of service 
is ultimately more than offset by the 
increase in revenue from general op- 
erations. There is considerable evi- 
dence that this is true, in some cases 
at least. Analysis of the continuous 
drop in the average price of electricity 
bears out the supposition that the cor- 
responding rise in the use of such serv- 
ice has resulted in continued profit for 
the utilities rendering the service. 
Whether the lowered cost of service re- 
sulted in increased consumption or 
whether increased consumption resulted 
in lowered cost remains as highly a de- 
batable question among the rate experts 
as the problem of which came first— 
the chick or the egg. In general, how- 
ever, it is universally conceded that low 
rates do go hand in hand with increased 
consumption and that resulting gross 
revenue often holds up just as well 
after a reduction as before it. 

But is there a point—a saturation 
point at which no practical amount of 
reduction can entice further patronage? 
Recent experiments in street railway 
fares raise this question. Baltimore, 
Md., has an interesting case. The flat 
fare in Baltimore for seven years was 
10 cents. Private management insisted 
in the face of great opposition that low- 
ering the fare would not increase in- 
come. When the company went into 
receivership, the fare was reduced un- 
der court order to two tokens for 15 
cents. A trial period of two months 
showed a steady falling off of revenue 
despite a general business upturn which 
brought transit gains in other cities. 
The company was compelléd to return 
to the higher fare. The Baltimore Sun 
analyzed the situation as follows: 


The decision of the receivers of the 
United Railways to drop the experiment 
of selling two tickets for 15 cents and to 
return to the old 10-cent fare is not sur- 
prising. The experiment was based on hope 


that there would be an increase in pas- 
sengers sufficient to offset the fare reduc- 
tion. Instead, revenues have shrunk on the 
average of $22,000 a week. 

The only encouraging feature of the 
United’s situation is the pick-up in De- 
cember which prompted the company to 
endeavor to increase patronage by fare re- 
duction. Unfortunately, the results were so 
unfavorable as to indicate that, at this time, 
continuance of the policy is inadvisable. It 
is anybody’s guess as to whether a longer 
trial would have turned the tide. But the 
receivers were faced by a condition in 
which they cannot be criticized for refus- 
ing to take the added chance. 


A BROADER analysis of this problem 
in a release of the American 
Transit Association points to a similar 
result : 


Considerable pressure is being brought 
to bear upon many company managements 
for reductions in fare rates. Among the 
cities in which recently there has been such 
activity are Akron, Ohio; Baltimore, Md; 
Edmonton, Alta.; Fort William, Ont.; 
Memphis, Tenn.; Fort Worth, Tex.; Pitts- 
burgh, Pa., Port Arthur, Ont.; Rochester, 
N. Y.; and Regina, Saskatchewan. 

A few companies have put lower fares 
into effect for short trial periods. Lower 
fares were tried in this way in Baltimore, 
Md.; Rochester, N. Y.; Edmonton, Alta.; 
Fort William, Ont.; Port Arthur, Ont.; 
and Regina, Saskatchewan. However, these 
experiments, for the most part, were un- 
successful in that they did not produce 
sufficient additional riding to maintain even 
the former level of revenues. In the cities 
of Baltimore, Fort William, and Port 
Arthur fares have been restored to their 
former level. The New York State Rail- 
ways in Rochester, N. Y., is having diffi- 
culty under its recent liberal fare plan and 
is contemplating an increase in fares to 
the next higher bracket allowable under 
its service-at-cost plan. 


In other words it would appear that 
there are just so many available traction 
customers. In the light of the inroads 
of motor car transportation we might 
call them the “irreducible minimum” of 
traction customers. 

—F. X. W. 


A DisapporntinG Outcome. Editorial. Balti- 
more Sun. January 31, 1934. 


Transit Fares. American Transit Associa- 
tion. Service Letter No. 159, April 2, 1934. 
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NRA to Impose Code 
on Wire Units 


ENERAL Hugh S. Johnson, National Re- 

covery Administrator, on May 7th aimed 
at the telegraph and competing corporations 
his strongest recovery act weapon for “crack- 
ing down” on industries which fail to agree 
on codes of fair competition. ‘ 

His action was taken on the ground that 
these companies have persisted in refusing 
voluntarily to offer a proposal. It took the 
form for a notice of public hearings, to begin 
May 16th, on a code which General Johnson 
proposes that the President shall impose on 
the “telegraph communication industry,” 
which is defined to include telephone and 
radio as well as telegraph companies in cer- 
tain of their activities. 

If the code is imposed on the telegraph 
communication industry it will be the first 
time the Recovery Administration has in- 
voked the authority granted in the law for 
such action, which is regarded as one of its 
strongest weapons for whipping recalcitrant 
industries into line, now that the licensing 
provision, which is to expire in June, ap- 
parently has been abandoned. 

The announcement, according to the New 
York Herald Tribune, described the proposed 
code as written to wipe out “abuses inimical 
to the public interest” which “consist of un- 
fair competitive practices” reflected in “un- 
fair and improper wage, hour, and general la- 
bor conditions.” These abuses, according to 
the first article of the code, “permit the con- 
tinuance of unemployment within the indus- 
try which decreases purchasing power and 
undermines living standards.” 

“Since the Administrator, approving a sub- 
stitute President’s reémployment agreement, 
denounced the labor provisions of the agree- 
ment as ‘wholly unsatisfactory,’ the industry 
has declined to submit a code which either 
rectified those conditions or offered a plan for 
regulation of trade practices,” the announce- 
ment said. “The decision of the Administra- 
tor to write a code for the industry followed 
the public hearing on May 2nd when only one 
of the companies involved—the Postal Tele- 
graph-Cable Company—offered any codpera- 
tion and the others, including the American 
Telephone and Telegraph Company, chal- 
lenged the administration’s jurisdiction.” 

The “telegraph communication industry” is 
defined in the code as including “the trans- 
mission for compensation by cable, wire, or 
radio of record communications, together with 
impulses for the reception or reproduction of 


such communications, and the giving, fur- 
nishing, leasing, or otherwise supplying of 
equipment, instrumentalities, or facilities for 
such transmission and such related branches 
or subdivisions thereof as may from time to 
ee be included under the provisions of this 
code. 

Identified as “members of the industry” are 
the American Telephone and Telegraph Com- 
pany, the Western Union Telegraph Compa- 
ny, the Postal Telegraph-Cable Company, and 
the Radio Corporation of America, their af- 
filiates, associates, parents, or subsidiaries, or 
any individual, partnership, association, cor- 
poration, or other form of enterprise engaged 
in the industry, either as an employer or on 
his or its own behalf. 


¥ 


TVA Plans Change in Life 
of District 


Awe of the economic life of the 
people of the Tennessee valley, with a 
view to removing some of them from agricul- 
ture, is being studied by the Tennessee Valley 
Authority, Chairman Arthur E, Morgan re- 
ported on May 10th. President Roosevelt 
transmitted to Congress his report, the first 
submitted since the TVA began to function 
ten months ago. 

There were in the Tennessee valley “many 
more people engaged in agriculture than are 
needed in that pursuit,’ Mr. Morgan said. 
The adjustment of population would be made, 
it was indicated, by the “encouragement of 
local industries, especially for home consump- 
tion, and resettlement of families displaced by 
the establishment of national forests, the con- 
struction of reservoirs, or by other causes.” 

The report recommended that provision be 
made for continuing the construction of the 
Joe Wheeler dam and for beginning work on 
four other dams in the Tennessee river or its 
branches. Construction of the Joe Wheeler 
dam was started last October to provide em- 
ployment in response to a request from Pres- 
ident Roosevelt. The power program has de- 
veloped so rapidly, Mr. Morgan reported, that 
the need for additional power to be had from 
the dams recommended may materialize soon- 
er than was expected. 

“The Authority has taken over the opera- 
tion of the Muscle Shoals power plant and by 
construction and purchase is acquiring a dis- 
tribution system which should absorb all of 
the electric power now available at that 
plant,” the report said. 
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“Arrangements are now being made for 
the sale of this power, including the develop- 
ment of rural electrification. A corporation 
known as the Electric Home and Farm Au- 
thority has been organized to stimulate the 
use of electric appliances and the consumption 
of electric power. 

“The power program of the Authority, in 
promoting the wider and better use of elec- 
tricity for the Tennessee valley and for the 
nation, its program of encouraging rural 
electrification, and the design and distribu- 
tion of low cost electrical appliances, is a 
stimulus to the manufacture of appliances, to 
both publicly owned and privately owned util- 
ities, and to the larger and better use of elec- 
tric power by the whole people. That pro- 
gram should be continued and extended.” 


¥ 


TVA Appliance Set-up 
Protested by Dealers 


HE constitutionality of the corporation 

set up by the Tennessee Valley Author- 
ity to sell electrical appliances is challenged 
in injunction proceedings brought by ten At- 
lanta electric refrigerator dealers, according 
to the Washington Star. 

The distributors obtained a temporary in- 
junction preventing the Georgia Power Com- 
pany from participating in the sale of low- 
priced appliances planned by the TVA 
through the Electric Home and Farm Au- 
thority. The distributors asserted they would 
lose investments of $400,000 in their business- 
es if the TVA project is completed. They 
added that 300 more dealers in Georgia would 
be affected similarly. 

The petition charges that the TVA direc- 
tors realized they could not in their own ca- 
pacity enter the appliance field. It was 
charged that the directors conceived “an op- 
pressive, illegal, and unconstitutional plan” 
by which the sale and distribution of electri- 
cal appliances throughout the Tennessee val- 
ley and adjacent territory as well as the sale 
of electric power “would be brought into a 
monopoly and by which the board of direc- 
tors could control the entire situa- 
tion.” 

The appliance project was termed a viola- 
tion of the spirit and purpose of the act cre- 
ating the TVA, and “wholly beyond any pow- 
ers which Congress could constitutionally 
have given,” the Star stated. 


> 


Phone Rate Probe Plan 
Found Interesting 


ye of the public service commis- 
sions of Kansas, Missouri, Oklahoma, 
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and Texas have indicated that they are inter- 
ested in the proposal of the fact-finding tri- 
bunal of the Arkansas Corporation Commis- 
sion that a joint audit and rate investigation 
of the Southwestern Bell Telephone Company 
be made by the commissions of the five states 
in which the company operates, according to 
the Little Rock Gazette. 

The Oklahoma commission expressed will- 
ingness to participate, but said it preferred to 
await Federal legislation which would extend 
beyond state boundaries. 

The Missouri commission is interested in 
the proposal and has considered plans for 
such an investigation as soon as funds be- 
come available. 

Members of the Texas commission said 
they were interested in the proposal, but can- 
not participate unless the commission is giv- 
en authority to conduct rate investigations. 

Homer Hock, chairman of the Kansas com- 
mission, said a joint investigation might 
prove beneficial in some respects, but that he 
could not make a detailed study of the pro- 
posal at this time because other rate inves- 
tigations require immediate attention. He ap- 
proved the proposal for a conference in time 
to submit necessary legislation to legislatures 
of the various states in 1935. 

The plan would include a preliminary joint 
meeting, probably in Little Rock to determine 
the course of the joint investigation. The 
survey of the company property would be 
conducted from St. Louis, where headquar- 
ters of the company are located, Chairman 
Lasley of the Arkansas Corporation Commis- 
sion intimated. 

It is likely that the project would require 
a year to complete, the Gazette stated. 


¥ 


Johnson Utility Loan 
Plan Loses 


Dann by Senator Johnson, of Califor- 
nia, to amend the Glass direct-loans-to-in- 
dustry bill to authorize the Reconstruction 
Finance Corporation to extend loans to mu- 
nicipalities for the purchase of power plants 
was rejected by the Senate. The vote was 
37 to 37, defeating the amendment. 

Declaring it to be a bad precedent, Chair- 
man Jesse H. Jones of the RFC expressed 
his opposition to the Johnson amendment in 
a letter to Senator Glass. As viewed b 
Chairman Jones, there is no need for RF 
loans for this purpose. There is a good mar- 
ket for municipal securities, Mr. Jones be- 
lieves, so that a city such as Los Angeles 
could finance a desired purchase through the 
flotation of its own bonds. 

The Johnson amendment was proposed to 
the Glass bill in the Senate in order to enable 
the city of Los Angeles to purchase a pri- 
vately owned plant. Such loans would be 
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restricted under the amendment to municipal- 
ities purchasing power from government gen- 
erating projects. 

“We haven’t encouraged the Johnson 
amendment, because we think it is a bad 
thing for the government to start,” said 
Chairman Jones, according to The Wall 
Street Journal. 

> 


Wire Bill Passes Senate 


T= Senate on May 15th passed without 
a record vote the Dill measure creating 
a commission of five for the regulation of all 


wire and wireless communications in the 
country. 

After defeating the Wagner-Hatfield 
amendment, which would have given labor 
and educational programs one fourth of the 
available time on the air, the Senate went 
through the communications bill in record 
time for so important a measure. The meas- 
ure was disposed of in exactly five hours of 
consideration. 

Chairman Dill agreed to accept an amend- 
ment offered by Senator Clark of Missouri 
which exempts from provisions of the act 
small, independent local telephone companies 
doing a purely intrastate business. 


Arkansas 


City Taxes Utility Bills 


A—_ tax of 10 cents a month to be 
added to each utility bill for a one-year 
period has been voted by the Little Rock city 
council to raise city relief funds. 

The bills of the four utility companies— 
electric, gas, telephone, and water—will bear 


a separate notation on the 10-cent tax, accord- 
ing to the Minneapolis Journal. 

The ordinance creating the tax provides no 
penalty for failure to pay it. 

Rabbi Ira E. Sanders, chairman of a spec- 
ial relief commission which recommended the 
plan to the council, estimated it would pro- 
duce $5,000 a month. 


California 


Pacific Gas Rate Case 
to Be Resumed 


pan to delay proceedings in the Pacific 
Gas & Electric Company natural gas rate 
case in Federal district court for appraisal 
of company’s properties has been abandoned, 
according to The Wall Street Journal. The 
case will proceed on the record developed be- 
fore the California Railroad Commission plus 
some additional evidence. 

Counsel for the company and the commis- 
sion appearing before a 3-judge court entered 
stipulations to this effect. The case had been 
started before H. M. Wright, master in chan- 
cery, when it was halted by compromise ne- 
gotiations instituted by the railroad commis- 
sion and joined in by the company only so far 
as would not prejudice the present case. 

Decision to proceed with the case rather 
than remove the matter from the court cal- 
endar pending completion of the inventory 
and appraisal ordered by the commission, 
which might have consumed a year or more, 
resulted from the order of the court to both 
parties to show cause why such “extraordi- 
nary delay” was necessary. 

Outlining the company’s position on the 


entire matter, Judge Warren Olney, company 
counsel, said that Pacific Gas acquiesced to 
the motion of the commission for a postpone- 
ment of the case until such time as an inven- 
tory and appraisal could be made, as the com- 
pany believed that such an investigation was 
in the interests of the public and all con- 
cerned. 

The company, he said, made no objection 
to such procedure, nor did it object to going 
forward with the Federal court case at once, 
the Journal stated. 


5 


Sues Utility, Citing Lack 
of Franchise 


T= city of Pasadena has filed suit in su- 
perior court to restrain the Los Angeles 
Gas and Electric Corporation from further 
use of streets, lanes, alleys, courts, and other 
public places for the distribution of gas ex- 
cept for illuminating purposes unless the com- 
pany obtains a franchise. 

At present the company is operating in 
Pasadena without a franchise. Under an or- 
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dinance passed November 1, 1923, a franchise 
is required and the present action was brought 
to enforce this ordinance which provides that 
the company must pay a gross earnings tax 
of 3 per cent for the use of the streets for 
its pipes. Last year this tax would have 
amounted to $775,100, according to the com- 
plaint. 

Damages based on the 3 per cent tax on 
gross earnings are asked from date of filing 
of suit until the franchise is obtained, ac- 
cording to a statement in the Los Angeles 
Times. 


e 


-Water Project Defeated 


N one of the closest elections in years, t.. 

people of San Jose on May 7th defeate 
the proposed contract with the American Wa 
ter Properties Company, Ltd., by which it 
was planned to bring water 200 miles from 
the American river, near Lake Tahoe, to San 
Jose. The proposal has been recommended 
by the city council. 

Returns from the election showed: For 
ratification, 5,751; against, 5,997. Thus the 
proposal was defeated by 246 votes. 


District of Columbia 


Congress Will Probe 
Phone Rate 


ELEPHONE rates in Washington and the 
investment valuation on which they are 
based will be subjected to Senate scrutiny 
at the next session of Congress, Senator Mc- 
Carran (D., Nev.) said, according to the 
Washington Daily News. McCarran is a 
member of the Senate District Committee and 
was a leading figure in the investigation of 
conditions in the Washington milkshed, 
which now has assumed the proportions of 
a national inquiry, the News stated. 
Senator McCarran said he had been study- 


ing the records of the public utilities com- 
mission’s court fight to force the Chesapeake 
& Potomac Telephone Company to reduce its 
rates in the District, and that in his opinion 
some of the company’s claims on the valua- 
tion of its properties and equipment were ex- 
cessive. He said he would not undertake the 
phone rate investigation at this session be- 
cause of his prior interest in air mail legis- 
lation, silver remonetization, and other na- 
tional issues now before Congress. 

He also said that he did not know whether 
the inquiry he proposes to sponsor at the 
next session will include Washington public 
utilities other than the Chesapeake & Potomac 
Telephone Company. 


e 


Georgia 


Cities Win Rate Fight 


: em Georgia Public Service Commission 
on May llth lost an attempt to control 
electric rates of municipally owned power 
plants when Judge Virlyn B. Moore in Ful- 
ton Superior Court issued a permanent re- 
straining order against the commission. 
Judge Moore held the commission had no 
right to investigate and regulate such rates 
since the general assembly had delegated the 
power to the cities, according to the Miami 
Daily News. 


* 
Talmadge Defies Federal 
Court Tax Ruling 


Cy Hy Eugene Talmadge on May 3rd 
defied a Federal court order against 


continued arbitrations of Central of Georgia 
Railroad property for tax purposes by an- 
nouncing the arbitrations between railroads, 
and the state of Georgia would proceed “ac- 
cording to law.” 

The Central of Georgia, one of a group of 
railroads whose valuations were increased for 
tax purposes by Comptroller General William 

Harrison recently, on May 2nd obtained 
a Federal court order from Judge William H. 
Barrett restraining the state from enforcing 
the present assessment for taxes against the 
railroad and from taking further action in ar- 
bitrating the assessment. 

The governor assailed the action of the 
court in appointing H. D. Pollard, president 
of the railroad, receiver when the company 
went into bankruptcy. 

The chief executive’s statement follows: 

“The courts ought to see to it that 
don’t appoint as receiver the man who broke 
the railroad, as an officer of the court. And 
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‘ he is drawing a salary as president and 
eceiver, one of the salaries ought to be 
sbopred = 2 

“No private citizen owning an office build- 
ing or a home in Atlanta and no private citi- 
zen owning a farm in Seminole or Bryan or 


any other rural county could come in and 
hold up the machinery of our government and 
it is wrong for a railroad to do it, especially 
one in the capacity of president and receiver. 

“The arbitration will proceed according to 
the laws of the state of Georgia.” 


Illinois 


Public Service Accepts 
Rate Cut Order 


HE Public Service Company of Northern 

Illinois will accept the temporary elec- 
tric rate cut order recently issued by the II- 
linois Commerce Commission, according to 
the Wall Street Journal. 

“Notwithstanding the inequity of the com- 
mission’s findings, the company, deeming it 
wise to avoid further lengthy and expensive 
hearings and court proceedings, has decided 
to adopt the rate reductions imposed by the 
commission, believing that, in view of its 
public statement, the commission will see fit 
to make the temporary order a final order. 
In doing this, however, the company by ex- 
press reservation does not accept the prin- 
ciples upon which the order is based,” the 
company stated. 

Reductions were ordered in service to resi- 
dential and commercial users, and in rates 


for municipal street lighting, the reductions 
ranging from 8 to 15 per cent, depending on 
the class of service. 

Reductions to residential users will aver- 
age approximately 11.8 per cent to some 228,- 
675 customers, and will aggregate a saving 
of about $1,055,000. The Public Service Com- 
pany covers a territory in the suburbs of some 
6,000 square miles, comprising 321 communi- 
ties. Among the consumers affected are 9,289 
farms which use electricity. 

The lower rates were ordered pending the 

completion of an investigation now being con- 

ducted by the commerce commission to deter- 
mine permanent rates, according to the Chi- 
cago Tribune. 

The Illinois Commerce Commission has 
taken under advisement a motion of its at- 
torneys, Irvin Rooks and Harry R. Booth, 
to order a temporary reduction of electric 
rates of the Western United Gas and Elec- 
tric Company, according to the Chicago 
Tribune. 


Kansas 


Gas Schedule Approved 


A NEW schedule of gas rates proposed by 
the Wichison Gas Company for its do- 
mestic consumers in the city of Wichita has 
been approved by the state corporation com- 
mission. 

The new rates provide a 75-cent monthly 
customer charge plus 50 cents for the first 


1,000 cubic feet of monthly consumption, 40 
cents a thousand for the next 19,000 cubic 
feet, 35 cents a thousand for the next 80,000, 
and 22 cents for all in excess of 100,000, ac- 
cording to the Topeka State Journal. 

The commission recently approved rates 
submitted by the Wichita Gas Company, a 
Cities Service subsidiary, for Wichita gas 
customers. 


Kentucky 


Gas Rate Compromise 
Approved 


ems Lexington board of city commission- 
ers, with Mayor W. T. Congleton casting 
the deciding vote, on May 7th passed the 
much debated resolution which authorized the 
settlement of the gas rate case which has 


been in litigation for the past nine years, ac- 
cording to the Courier Journal. 

Although the commissioners adopted the 
resolution, the compromise by no means has 
gone into effect as it was announced by those 
opposing the resolution that a referendum 
would be necessary in order to obtain the will 
of the citizens on the matter, and that there 
would be further litigation. 
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Maine 


Reject Tidal Power Project 


HE Public Works Administration board 
of review has rejected the $47,000,000 
Bay of Fundy tidal power project and alumi- 
num and stainless steel plant at Passama- 


e 


quoddy, Maine. The decision declared that 
“from an economical standpoint the time has 
not yet arrived for the development of this 
project,” which it called economically and fi- 
nancially unsound, according to the Wall 
Street Journal. 


Michigan 


Telephone Rate Schedule 
Revision Ordered 


EVISION of the rate schedules of the Mich- 

igan Bell Telephone Company in three 
major particulars was ordered May 9th by 
the Michigan Public Utilities Commission. In 
an order signed by all commissioners the 
company was ordered to: Collect the extra 
charge of 25 cents a month for hand sets, 
or French-type telephones, for no more than 
eighteen months a customer; inaugurate op- 
tional flat rates for residential customers in 
Detroit; reduce farm rates $3 a year. All 
changes are effective June Ist. 

George M, Welch, vice president and gen- 
eral manager of the Michigan Bell Telephone 
Company, said the company would not deter- 
mine what action it would take until there 


had been time to analyze the utilities commis- 
sion order thoroughly. He said he would 
have no statement to make until that time, 
according to an item published in the Detroit 
News. 

Detroit city officials prepared to seek fur- 
ther telephone rate revisions as the state pub- 
lic utilities commission awaited action of the 
Michigan Bell Telephone Company on the 
rate slash ordered on May 9th. 

The telephone company has thirty days in 
which to file a protest in state courts. Such 
a protest would seek to prevent the commis- 
sion from putting its order into effect June 
Ist as decreed, according to the Columbus 
Dispatch. 

City officials while terming the commis- 
sion’s action “encouraging” said “it is unfor- 
tunate the reduction did not go to the extent 
we believe the records justify.” 


e 
Montana 


Gas Rate Cut Refused 


HE Montana Public Service Commission 
denied the request of the city of Conrad 
for an order to compel a reduction in the 
rates charged for natural gas service by the 
Northwest States Utilities Company, accord- 


ing to a statement in the Montana Record 
Herald. 

The complaint stated the rates were unrea- 
sonable and that they ranged from 60 cents 


a thousand cubic feet for the first 5,000 cubic 


feet down to 32 cents a thousand for all gas 
over 300,000 cubic feet. 


@ 
Nebraska 


Lower Rates Offered 


ENTRAL Power Company officials have of- 

fered St. Paul authorities several con- 
cessions if the city’s plan to acquire the elec- 
tric distribution system in St. Paul by con- 
demnation is abandoned, according to the 
Nebraska State Journal. The company at a 
council meeting proposed lower rates for elec- 
tricity, which would fix a $200 a month mini- 
mum for pumping the city’s water instead of 


the $225 under a former contract which has 
expired. The company also offered to spend 
$5,000 in rebuilding lines in the town and 
to maintain its district offices here. ; 

The council adjourned without making a 
decision, but it was understood the mem 
planned to go ahead with their condemna- 
tion. Bids already have been advertised for 
furnishing electrical energy at wholesale to 
the city if it takes over the distribution sys 
tem. 
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New Jersey 


Taxis Barred from Streets 
in Newark 


AS a result of the receivership of the Con- 
solidated Indemnity and Insurance Com- 
pany of New York, all independent taxicabs 
in Newark were ordered off the streets May 


‘ 10th by Michael P. Duffy, director of public 


safety. All were insured in the Consolidated 
and will be required to obtain new policies 
before they can operate again. The order af- 
fects 284 cabs, and leaves only the Yellow 
Cab fleet operating. ; 
Taxicab service in Jersey City and Ho- 
boken was at a standstill also, because the 
operating companies were unable to obtain 
insurance. They also were insured by the 
Consolidated Indemnity and Insurance Com- 
pany of New York. About 100 cabs were 


affected in Jersey City and eighteen in Ho- 
boken, according to the New York Times. 


* 
Loses Appeal on Hearing 


4 bw Supreme Court on May Ist refused 
to dismiss a review of a referendum pe- 
tition on the municipal electric light plant in 
Camden asked by the Public Service Electric 
& Gas Company and decided to hear the case 
September 10th, according to the Philadel- 
phia Record. 

The public service company, which con- 
tends the vote was illegal, has been taking 
testimony with three commissioners, the court 
was told. It has examined 2,891 witnesses 
and taken 13,719 folios of testimony and asked 
that the hearing be held over until the Octo- 
ber term. 


e 


New Mexico 


Must Assess Sales Tax 


UNICIPALLY owned utilities must assess 
the state sales tax, according to an opin- 
ion by the attorney general’s office. The ques- 


tion was raised by Roswell on its water sales. 
The opinion on March 7th held that the tax 
was assessable on the business, except where 
it is sold to the state or other tax-exempt 
body, according to the El Paso Times. 


z 
New York 


Defer Action on Proposed 
Utility Tax Bill 


pene introduction in the board of alder- 
men branch of the municipal assembly 
of the bill passed May 14th by the board of 
estimate proposing a 1 per cent tax on gross 
incomes of public utility companies, Vice 
Chairman Sullivan moved that the bill be re- 
ferred to the committee on local laws for a 
report at the next meeting. 

Before the vote was taken on this motion 
Bernard S. Deutsch, president of the board 
of aldermen, stated that he would like to have 
the tax changed to 14 per cent and that he 
would offer such an amendment to the bill 
when it was in committee. 

This came as a surprise move inasmuch as 
Mr. Deutsch is a member of the board of es- 
timate which passed the 1 per cent tax, ac- 
cording to the Wall Street Journal. 

The bill makes the tax retroactive to March 
Ist last and continues it until the end of the 


year. It applies to gas, telephone, and elec- 
tric light companies; subways, private water 
companies, and bus companies. 


¥ 
Utility Survey Proposed 


RESOLUTION has been introduced into 

New York’s board of aldermen branch 
of municipal assembly by Alderman Jacobs, 
directing commissioner of water supply, gas, 
and electricity, to make an immediate survey 
of the cost of erecting and maintaining a mu- 
nicipal lighting and power plant. The re- 
port would be made before July Ist, under 
the resolution. The resolution cited the grant 
of power extended by the state legislature to 
municipalities to operate their own lighting 
plants. It was stated that New York city 
spends over $6,000,000 annually for lighting. 
A Federal loan was suggested as a means of 
financing the project, according to the Wall 
Street Journal. 
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The resolution proposing a survey of costs 
of a municipal electric power and light sys- 
tem for the city of New York was side- 
tracked by an objection by Aldermen Moses 
and Sullivan, and was referred to the com- 
mittee on rules by Aldermanic President Ber- 
nard S. Deutsch, the Journal stated. 


¥ 


To Make Prudent Investment 
Basis of Valuation 


HE New York Public Service Commis- 

sion has moved to revise the utility rate- 
making principles effective in the state for 
many years by adopting the prudent invest- 
ment theory (original cost new of. property 
in useful service) as a cardinal rule in its 
first rate investigation under the new, broad 
powers recently granted by the legislature. 
Heretofore the state has given weight to re- 
production cost new in its rate making. In 
theory the prudent investment basis tends to 
help the utilities in a period of declining pric- 


es and reproduction cost new favors them in 
a period of advancing prices. As a practical 
matter, however, there has been but little dif- 
ference in tlte results, as rate cuts in recent 
years have been enforced irrespective of the 
different theories subscribed to in various 
states, according to the Wall Street Journal. 

The prudent investment ruling and eight 
others corollary thereto were initiated by Milo 
R. Maltbie, chairman of the commission, at 
the start of its first hearing on rates of the 
Brooklyn Borough Gas Co., New York & 
Richmond Gas Co., Bronx Gas & Electric 
Co., and Westchester Lighting Co. 

One of the new acts of the legislature au- 
thorizes the commission to put into effect tem- 
porary utility rates yielding a return as low 
as 5 per cent on the value of the property 
devoted to public service. 

The chairman gave the companies until 
May 15th to state their position in respect 
to the commission's rulings which in effect 
are an interpretation of the new statutes, and 
could furnish the basis for legal objections by 
the companies presently involved. 


e 


Ohio 


Urges Utility Tax 


Boost Bill 


OvERNOR George White stated on May Ist 

he was “keenly interested” in having the 

senate approve the McCluskey house bill pro- 

posing an increase in excise tax rates on pub- 
lic utilities. 

“We need some provision to return to the 
treasury some of the money saved by the pub- 
lic utilities by virtue of the 10-mill limitation 
on real estate,” he commented, according to 
the Columbus ‘Dispatch. 

The governor wants the bill passed in the 
form approved in the senate committee, where 
a house amendment increasing rates on gas 
and telephone companies by 2 per cent was 
deleted, and railroads of all types were ex- 
empted from any increase. 

“Tf the legislature fails to pass a program,” 
the governor said, “it should pass this bill 
before it quits.” 


Loan Asked for Ohio Valley 


HE move to create a $200,000,000 flood- 

control project for the Ohio river valley 
has progressed to the point of a request for 
an $800,000 allotment from the PWA for 
preparation by army engineers of a complete 
plan. 

Representatives of the Ohio Valley Conser- 
vation and Flood Control congress requested 
the allotment following a hearing before the 
army board of engineers. 

The board discussed a plan for building 39 
reservoirs or their equivalent to lower the 
crest elevation of flood waters along the Ohio 
river eight feet. 

Alan N. Jordan of Columbus, Ohio, one 
of the representatives presenting the applica- 
tion, said the huge plan would do for the 
Ohio river from Cairo, Illinois, to a point 
above Pittsburgh what the Muskingum val- 
ley project will do for southeastern Ohio, 
according to the Columbus Dispatch. 


e 


Oregon 


Utilities to Be Taxed 


Te Salem city council, at a meeting on 
May 8th, approved an ordinance provid- 


ing that all utilities operating in Salem with- 
out a franchise shall pay an annual tax of 
per cent of their gross earnings, according 
to the Morning Oregonian. 
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Virginia 


Cut Rate Taxi War 


TAXICAB war developed in Danville fol- 
A lowing the entry into the local field of 
a fleet of cabs which undertake to carry four 
persons anywhere in the city for 25 cents, 
a rate cheaper than the street cars. Inde- 


pendent drivers charge more, according to 
the Washington Post. 

Police were asked to aid the new taxicab 
company, whose dispatcher the past few 
days has received twenty fake telephone calls 
which ordered cabs to various parts of the 
city. 


Washington 


Must Pay State Tax 


NTERSTATE telephone companies must pay 
I the 3 per cent state business tax, Superior 
Judge John M. Wilson ruled in an opinion 
filed May 9th in Olympia. 


The tax was opposed in a suit brought by 
the Pacific Telephone & Telegraph Company 
to enjoin its collection. Judge Wilson de- 
clared the recent Supreme Court ruling up- 
holding the entire tax disposed of the tele- 
phone company’s objections. 


Wisconsin 


Delays Action on Purchase 
of Power Plant 


A= on’ the resolution to proceed with 
the purchase of the Madison Gas and 
Electric Company was postponed by the coun- 
cil judiciary committee pending a report from 
the special committee named to confer with 
company officers on a reduction in domestic 


rates, according to the Wisconsin State 
Journal. 

It was disclosed that the special committee 
has conferred with members of the public 
service commission and expects to meet with 
it again, after which a report will be made 
to the council. The commission has under 
way an investigation of the company with 
the view to lowering the light and gas rates, 
petitioned for more than a year ago, and it 
is likely that the probe will take another 
year, the Journal stated. Under a state law 
the utility must bear the expenses of the ap- 
praisal and it was told to the judiciary com- 
mittee that the cost of the Madison Gas and 
a Company has already totaled $70,- 


¥ 
Ask Liberality in Municipal 
Utility Laws 
EGISLATIVE liberalization of municipal 


management of utilities will be proposed 
at the annual League of Wisconsin Munic- 


ipalities convention in Green Bay, June 14th 
to 16th, according to the Wisconsin State 
Journal. 

The right to use part of utility profits 
to reduce general property taxes was one 
demand in a proposed 5-point program out- 
lined by the league’s utility committee. Prof- 
its and valuation should be computed as for 
private utilities, the committee recommended. 

Elimination of statutory provisions which 
cities and villages claim interfere with their 
home rule rights and privileges also will be 
sought. 

The committee said, however, that it 
“recognizes the desirability of a uniform 
policy under the supervision of the public 
service commission of standard and uniform 
systems of accounts and of record keeping, 
of uniform periodic reports, together with 
commission aid and supervision of the proper 
conduct of these functions.” 

Removal of the requirement that cities and 
villages must secure state public service com- 
mission consent to extend a water main or 
otherwise improve municipal utilities also will 
be sought. 

The same rights as private utilities have 
will be sought for cities and villages to serve 
municipal buildings, street lights, and other 
municipal property. 

Cities and villages will request the same 
privileges “to establish competing municipal 
utilities upon the same basis as municipalities 
in other middle western states and as have 
recently been given to the municipalities of 
New York state.” 
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Federal Court Permanently Restrains Maryland Telephone 
Rate Reduction 


ust three days before President 

Roosevelt signed the recent congres- 
sional enactment known as the John- 
son bill, barring utilities from taking 
state rate orders into Federal court, the 
United States District Court permanent- 
ly restrained enforcement of an order 
of the Maryland commission reducing 
rates of the Chesapeake & Potomac 
Telephone Company of Baltimore City 
by an amount approximately $1,000,000 
a year. The opinion by Judge Calvin 
T. Chestnut, concurred in by Judges 
William C. Coleman and Morris A. 
Soper, held that the commission order 
would result in confiscation and that 
its enforcement should be permanently 
restrained. 

Findings of fact by the court were 
as follows: (1) Fair value of the com- 
pany’s property including working capi- 
tal and considered as a going concern 
as of December 31, 1933, was found 
to be $39,541,921.27, of which 85 per 
cent thereof, or $33,610,632, was found 
to be used and useful in intrastate pub- 
lic service operations. (2) An allow- 
ance of $1,000,000 was made for work- 
ing capital as a whole; $850,000 of 
which was allocated to intrastate activi- 
ties. (3) Going value was given no 
separate allowance but was considered 
as included in the total rate base. (4) 
The commission found that a reason- 
able and proper allowance for deprecia- 
tion expense of the plant would be 
$2,000,000 for 1934. (5) The com- 
mission found that the probable net 
revenue of the company would be for 
1934, $2,742,005, resulting from all its 
general activities, and 85 per cent there- 
of, $2,330,704, would result from its 
intrastate activities. (6) The court 
found that the commission’s order 


would reduce the intrastate revenues by 
about $850,000 for 1934, which would 
leave for a net return on the company’s 
property an amount of less than 4 
per cent of the rate base. The court 
held that a return of less than 6 per 
cent would be confiscatory under pre- 
vailing economic conditions. 

The counsel for the commission, ac- 
cording to the court, conceded that any 
return less than 54 per cent would be 
confiscatory. The opinion stated that 
the constitutional function of the court 
ended with a finding that the actual re- 
duction ordered by the commission 
was confiscatory, but, on the basis of 
the findings of fact already made, the 
court suggested that there remains 
$314,067 as a maximum probable rate 
reduction in the net revenues of the 
company from _ intrastate business, 
which the commission could in its own 
discretion order without violence to the 
constitutional rights of the company. 
The court also pointed out that under 
improved economic conditions a higher 
rate of return than 6 per cent might 
have to be allowed in order to avoid 
confiscation. 

The court made an interesting dis- 
tinction between the case at bar and the 
widely discussed recent decision of the 
United States Supreme Court in Lind- 
heimer v. Illinois Bell Telephone Com- 
pany (decided April 30, 1934), pointing 
out that in the Illinois case the disparity 
between amounts accumulated in the 
depreciation reserve and the amounts 
actually expended for depreciation re- 
quirements led the United States Su- 
preme Court to the conclusion that the 
company had been charging excessive 
operating expenses against the ratepay- 
ers for depreciation requirements, while 
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in the Maryland case it appeared that 
no such disparity existed but rather a 
somewhat contrary situation. 

What may appear to some to be the 
most important angle of the court’s 
opinion, and to set the decision aside 
as of vital significance as a regulatory 
precedent was the refusal of the court 
to accept a “short cut” attempted by 
’ the commission in arriving at its find- 
ing of fair value for the company’s 
property (see Re Chesapeake & Po- 
tomac Telephone Co. [1933] 1 P.U.R. 
(N.S.) 346). In brief, the commission 
attempted to avoid the necessity of a 
new appraisal by using as a base a find- 
ing of fair value made by a Federal 
court in a former rate proceeding for 
the same company as of 1923, and ad- 
justing such basic figure to date by the 
use of certain Department of Labor 
commodity price indices reflecting cur- 
rent price levels and trends. 

The court in the recent decision did 
not absolutely set its face against the 
use of such indices, but pointed out that 
the price indices were derived from a 
general average of prices of commodi- 
ties which were not similar to and 
which were, on the whole, more fluctu- 
ating than the type of property actually 
being valued; that is to say, telephone 
equipment and properties. The com- 
mission had varied from an absolute 
Department of Labor “all commodity” 
price index by using instead a so-called 
weighted average of certain costs, the 
results of which were very much simi- 
lar. 

The court said “in either case there 
is the essential fallacy of assuming 
that an average trend of all price, 
whether absolute or weighted, is a direct 
index for the trend of construction costs 
of the special kind of property with 
which we are here dealing.” 

In other words, the court was of the 
opinion that if the “price index” device 
for valuing utility property is to be 
used at all, it should be based upon the 
use of price index numbers developed 
solely from an analysis and comparison 


e 


of the cost of the utility property actu- 
ally used. 

This was an alternative suggested 
by the company in the commission case 
in which it offered the use of price 
index numbers developed from a study 
of costs of telephone property as shown 
by the company’s books as having been 
bought from the affiliated Western 
Electric Company. The commission 
had refused to accept such cost data, 
not only because the transactions be- 
tween the affiliated companies for 
equipment and supplies were not made 
at “arm’s length,” but also because the 
Western Electric Company, by reason 
of its alleged domination of the tele- 
phone equipment and supply field, made 
it impossible to determine what would 
be the reasonable cost of such equip- 
ment in a market where prices were not 
controlled but left to the free play of 
economic competition. The court con- 
ceded that there was excellent basis for 
scrutinizing such relationship between 
the affiliated companies but pointed out 
that the commission had not objected 
to the reasonableness of the Western 
Electric prices either as to capital cost 
of the operating company or as operat- 
ing expenses. 

The court concluded that in any event 
the evidence as to the accuracy of the 
use of price index numbers was so un- 
satisfactory that it preferred to arrive 
at its own finding of a rate base, which 
it did, giving principal consideration to 
the historical cost of the properties. 
The court pointed out that the company 
had been functioning subject to com- 
mission control practically from its in- 
ception, and that its historical cost fig- 
ures had usually been given prefer- 
ence in former regulatory proceedings. 
The court held that reproduction-cost 
figures were not reliable as they were 
dependent upon expert opinions involv- 
ing highly speculative features, although 
it was conceded that reproduction cost 
is entitled to consideration. Chesapeake 
& Potomac Telephone Co. v. Harold 
E. West et al. (No. 2240.) 
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Nebraska Commission Rules on Telephone Depreciation 
Requirements 


N an opinion handed down six days 
I before the decision of the United 
States Supreme Court in Lindheimer v. 
Illinois Bell Telephone Company (de- 
cided April 30, 1934), the Nebraska 
commission made a ruling concerning 
depreciation charges for a telephone 
company in that state, the purport of 
which was surprisingly in conformity 
with views on that point made by the 
Supreme Court in the much discussed 
Illinois Bell Case. 

Evidence indicated that the Nebraska 
company was carrying approximately 
12 per cent more in its depreciation re- 
serve than the actual depreciation exist- 
ing in the property. The company 
maintained that there was no relation 
between the existing depreciation as 
found for rate-making purposes and its 
reserve. 

The Nebraska commission refused 
to agree with this contention, conced- 
ing that while the ratio of retirement 
reserve to total plant investment might 
not agree exactly with existing deprecia- 
tion in any single exchange,—as an aver- 
age proposition, a constant increase in 


the ratio of the reserve to the fixed in- 
vestment and on increasing disparity be- 
tween the annual credits to the reserve 
and the charges is an indication that the 
amount which the company has been 
collecting in the retirement reserve has 
exceeded the sum necessary to protect 
the cost of the property. 
Accordingly, the commission found 
that 24.71 per cent of the cost of the 
physical property was more chan re- 
quired to provide for 13 per cent of 
depreciation as found by the valuation 
engineers. Under such circumstances, 
the court held that the composite rate 
proposed by the utility for depreciation 
of 4.84 per cent was excessive and it 
was ordered to be reduced to 34 per 
cent computed on the cost of the de- 
preciable property including right of 
way, such reduction to remain in effect 
until the present existing reserve capac- 
ity for service has been absorbed, leav- 
ing the depreciation reserve more near- 
ly a true reflection of existing deprecia- 
tion in the plant. Re Lincoln Telephone 
4 Telegraph Co. (General Order No. 
9.) 


e 


Commission Approves Combination Motor Bus and Theater Ticket 


Fe some time certain railroad com- 
panies throughout the United States 
have offered during certain periods, 
usually over holiday week-ends, to fur- 
nish transportation between various 
cities as well as hotel, meals, and sight- 
seeing accommodations at specified ex- 
cursion prices. But the Schuylkill Val- 
ley Lines, Inc., appeared to be the first 
regular urban bus carrier to apply 
somewhat similar tactics to local trans- 
portation. 

Last January the company filed with 
the Pennsylvania commission a tariff 
for the sale of special round-trip tickets 
on week-day evenings in the form of 
three detachable coupons: (1) cover- 


ing transportation inbound to the cen- 
tral district of Norristown; (2) admit- 
ting the bearer to any one of three 
named moving picture houses operated 
by the Norris Amusement Company in 
Norristown; and (3) an outbound 
transportation section. By the use of 
this ticket a passenger could secure both 
transportation and theater admission for 
less than transportation and admission 
charges. 

The commission issued a rule direct- 
ing the company to show cause why 
the tariff should not be canceled as a 
violation of the state Public Service 
Company Law prohibiting preferential 
rates. Upon hearing the commission 
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was disposed to approve of the plan 
experimentally at least and discharged 
the show cause order. The commis- 
sion’s opinion stated : 


The real question for our disposition is 
whether the classification of certain patrons 
of respondent as “theater patrons” and es- 
tablishing a special. rate for that class, 
constitutes an illegal or improper practice. 
Classification of patrons for rate-making 
purposes on the basis of destination or pur- 
pose of journey is a recognized practice 
of transportation companies, and whether 
the destination be a school, a convention, 
an athletic event, or, as here, a theater, 
such classification, in our opinion, is reason- 


able and does not violate the letter or 
spirit of the Public Service Company Law. 
The proposed rate is available to anyone 
desiring to attend a motion picture per- 
formance at the theaters of the specified 
company during the evening hours, when 
a majority of the patrons of the Schuylkill 
Valley Lines, Inc., are at leisure. We do 
not feel that such availability results in 
illegal or unjust discrimination under the 
factual situation here presented. 


Pennsylvania Public Service Commis- 
sion v. Schuylkill Valley Lines, Inc. 
(Complaint Docket No. 9938, Suspen- 
sion Docket 5.) 


Tennessee Commission Reduces Private Electric Company’s 
Rates in Knoxville 


ONTINUING its policy of requiring 
€ utility rate reductions wherever 
possible during the depression years, 
the Tennessee commission has ordered 
the Tennessee Public Service Company 
to put into effect a greatly reduced 
schedule of rates for the city of Knox- 
ville following public announcements 
by the company, as well as letters to 
the city officials of Knoxville in recent 
months, offering to make such reduc- 
tions. No estimate was made as to the 
exact amount expected to be saved the 
consumers in the city of Knoxville as 
a result of the recent reduction, but it 
was pointed out that during the depres- 
sion years of 1932 and 1933 the Ten- 
nessee commission approved rate re- 
ductions amounting to approximately 
$1,600,000 and that during the year of 
1934 alone to date savings in excess of 
$1,400,000 a year have likewise been 
accomplished as a result of conferences 
and negotiations between the commis- 
sion and representatives of the company 
affected. 

The reduced rates ordered by the 
commission in Knoxville were similar 
to those agreed upon as reasonable for 
domestic service by the Tennessee Elec- 
tric Power Company in its negotiations 
with the Tennessee Valley Authority. 

The recent Knoxville rate order was 


complicated by the fact that the com- 
mission had voluntarily suspended its 
efforts to obtain reduced rates in that 
city in order that it might not affect 
the value of the company’s properties 
in Knoxville pending negotiations which 
have been going on between the com- 
pany and the Tennessee Valley Author- 
ity and the city of Knoxville, with a 
view to having the city purchase the 
company’s property instead of building 
a duplicate system—the city having been 
empowered by a vote of its citizens to 
construct, operate, or purchase its own 
municipal plant. 

After a reasonable limit of time, how- 
ever, there did not appear to be any 
hope for an immediate disposition of 
such negotiations and the commission 
felt that it had waited long enough be- 
fore putting the lowered rates into effect 
in Knoxville. It was pointed out that 
the city of Knoxville had not made any 
definite arrangements for the purchase 
of the company’s distribution system 
and that even if the city had funds 
available and should begin the construc- 
tion of its own plant, it would probably 
be two years before the entire public 
in Knoxville could be served from such 
a new distribution system. 

Meantime, the commission took ju- 
dicial notice that the continued pressure 
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